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“As an Asian, I’m often questioned about these values that supposedly cross the varied socio-
cultural and religious boundaries of Asia that link us all together…Beyond the fact that we 
share geographical proximity and certain physical features, do we really have anything in 
common with each other? One evening, I was preparing dinner for myself at home and part of 
the answer to that question came to me…Rice.” 
 











































The first EDSA uprising in the Philippines was probably the first major political event that I 
consciously experienced as a child. The TV-images of large masses of people in protest 
against a dictator made a deep impression upon me, and reading about it nowadays still brings 
back part of the awe and inspiration I felt back then. Part of the appeal was that—whether it 
was for my childish naivety or typical journalistic accuracy—never afterwards, I think, has 
politics been so black-and-white. Sure enough, black is always easy to find in political affairs, 
but as close to white as the yellow banners of the EDSA uprising the world has never come 
again. For here we had a dictator, plundering the country, throwing his people into poverty 
and hardship, falsifying election results, and prepared to use guns and tanks against his own 
people; hundreds of thousands of peaceful protesters, led by a woman who was widowed by 
the regime, singing songs in front of tanks, handing out sandwiches and flowers to the 
soldiers that had been sent to shoot them; and finally, the soldiers refusing to use force, 
defecting, and the consequent flight of the dictator. It was the stuff political dreams are made 
off, and—as Cardinal Sin would reflect—it was, above all, a truly great story.  
One of the reasons why this was such a great story, of course, was that the cameras 
were turned off almost immediately after the installation of Aquino as President. The crisis 
was over, the dictator gone, democracy restored; what more was there to tell? If the 
Philippines were in the news in the years that followed, during some the coups for example, it 
was only to retell the initial story one more time, with the baddie Marcos simply replaced 
with the coup-plotters. Eventually, apparently fed up with ongoing turmoil in the Philippines, 
the ‘global’ media just went quiet again, thus saving the image of Cory as a half-saint 
protecting the presidency from undemocratic villains greedy for power.  
The topic of this dissertation is the way social-historical contexts determine our 
actions in the present. It is tempting to let my memories of the People’s Power revolution 
serve as a personal illustration of the issues this book deals with. For it is easy to write a 
sentimental story here about how these memories have continued to inspire me up to the 
moment I took up writing this book. The fact is, however, that watching the EDSA uprising 
on the evening news was but one of many memorable experiences I had as a child. Also, I 
have taken up many questions, and thought about many other topics between then and now. 
Dedicating this book to the people of EDSA who have continued to inspire ever since would 
thus clearly constitute a rewriting of my personal history.  
That does not mean that when writing this particular history that lies before you, I 
have not been inspired by an image of the world that the story of EDSA seemed to promise. 
However, in the story I prefer—even though it is perhaps less thrilling—this image stems not 
so much from having watched the TV-news one day, as from the upbringing I have enjoyed 
by my parents and family. For this, they deserve more gratitude than written words can 
express. I also owe a lot to many of my friends, who have continued to try to raise me ever 
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since, in spite of an apparent lack of results. Josien and Ellen deserve special mention for their 
help in the final stages of this project, and Nienke for the striking cover illustration.  
Thus having finally arrived at the ‘thank-you’s’, I would first and foremost like to 
thank anyone who will genuinely make the effort to read this whole book. Hoping that I have 
thus covered most people, I would like to single out Eelke de Jong, Harry Garretsen, and Jan 
Peil for having read and commented upon the text not only once, but many, many times, in 
different versions. I owe them much for their open-mindedness and faith in me. I figure that at 
times, it must have taken some courage to allow me the amount of freedom they gave me in 
the project. In the same breath, I would like to thank Ton van Naerssen for his close 
involvement and support.  
Apart from Ton, Esther-Mirjam Sent and Geoffrey Hodgson deserve credit for 
enthusiastically accepting the invitation expressed in the methodological discussion to subject 
this text to ongoing reflection and explicit criticism. I feel the dissertation has gained a lot 
from their comments and suggestions. I can only hope they will agree with me.  
To all my colleagues at the Department/Section/Cluster of Economics, I also would 
like to express my gratitude for providing a pleasant working environment. Special mention 
deserve Albert de Vaal, with whom I continue to enjoy a fruitful collaboration, and Karin, 
Wilma and Helma, whose talents in hiring the right flex-worker at the right time I will always 
cherish. This dissertation would also have been a lot less interesting—if not a lot less 
finished—if it were not for the many inspiring, high-quality seminars and lectures organised 
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1  Introducing: Institutions and Culture 
 
Introduction 
Over the past decades, a new interest in culture and institutions has emerged in economic 
science. Especially in development economics—always something of a maverick discipline—
the attention paid to aspects like governance, property rights and values has increased 
substantially. Whereas in the 1980s the so-called Washington consensus dictated market-
conform policies and openness as the only route to economically sustainable development, the 
1990s were witness to growing consideration for the conditions under which these policies 
need to be applied. To the Washington consensus institutional demands were added, 
conveniently summarized under the header ‘good governance’. The neo-liberal ideas behind 
structural adjustment programs and IMF stabilization projects were not set aside. However, 
experiences in many developing countries gradually had made even the most hard-nosed 
technocratic economist realize that context was important if one was to make a success of 
neo-liberal reform. Although the belief that by now we by and large know what brings about 
successful development was widely shared, the problem of implementation of efficient 
markets made itself increasingly felt. Institutions, rule of law, and culture are all considered 
important in this regard. Where culture was invoked and institutional context was pointed at, 
it was as complementing rather than challenging neoclassical theory. New institutional 
economics (NIE hereafter), although sometimes posing as something of a countermovement 
to neo-liberal doctrine, explicitly sought connection with the neoclassical tradition; “in 
contrast to the many earlier attempts to overturn or replace neo-classical theory, the new 
institutional economics builds on, modifies, and extends neoclassical theory” as North (1993, 
1)1. This moderate stance has turned the new institutionalism into something acceptable to 
everyone.  
Parallel to the renewed interest in institutionalism within theoretical debates, culture 
and institutions came to the forefront in analyses of actual economic performance of societies. 
As indicated, one of the main reasons for the advent of the new institutionalism in economics 
was probably the experience with many of the structural adjustment programmes and other 
                                                 
1
 Delineating the neoclassical approach as assuming “that in the face of pervasive scarcity, individuals make 
choices reflecting a set of desires, wants, or preferences…This utility or wealth maximizing postulate assumes 
that individuals have a stable set of preferences…and that the choice made at the margin represents a trade-off 
between what one gets and what one must forego” (North 1981, 3-4). The essence of neoclassicism to North, 
which NIE retains and and builds on, “is the fundamental assumption of scarcity and hence competition—the 
basis of the choice theoretic approach that underlies micro-economics. What it (NIE, auth.) abandons is 
instrumental rationality” (North 1993, 1).  
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kinds of neo-liberal reforms, such as in formerly socialist republics (Coase 1991). The 
implementation of many of such reforms proved problematic, and often, such reforms had all 
kinds of consequences in the social and political sphere that in turn negated their alleged 
economic benefits.  
In contrast with these negative experiences, the economic history of several countries 
in East and Southeast Asia stood out. From the 1970s onwards, the development of the newly 
industrialising economies in Asia has served as a recurring argument in theoretical debates. It 
is not surprising, therefore, that they gained prominent roles in discussions about institutions, 
culture and development as well. The renaissance of institutional economics—and especially 
its ‘softer’ pendant, focusing on informal institutions and culture—was thus to a large extent 
illustrated and inspired by the debate about the embeddedness of (South-)East Asian 
development.  
In this (willfully essayistic) chapter, I will briefly trace these parallel developments, 
showing that the theoretical and applied debates seem to arrive at different, conflicting 
conclusions. Also, the new institutionalism and especially the new ‘culturalism’ can be argued 
to have problematic implications. On basis of this discussion, the research questions will be 
derived that are taken up in the remainder of this dissertation.  
1.1. The Rise and Fall of Culturalism and the Tigers from Asia 
A. EAST ASIAN DEVELOPMENT 
The contemporary history of East Asia is one of tremendous changes. Within thirty years, the 
Newly Industrialising Countries (NIC’s) economies of Taiwan and South Korea have evolved 
from poor agrarian societies with relatively limited future prospects to members of the 
exclusive club of OECD countries2. From 1965 to 1995, average annual growth of income per 
capita in these countries was between 7% and 10% (Chowdhury and Islam 1993, 13; Flynn 
1999, 2). These levels of growth were achieved with a rather equal distribution of income, so 
that poverty was seriously reduced3. In a comparison of poverty alleviation, the high 
performing East Asian economies outperformed all but one of the other countries for which 
poverty data are available (Campos and Root 1996, 14)4. 
                                                 
2
 The term NIC is usually avoided in official writings by international organisations because of the political 
status of Taiwan, R.O.C. This has led to a plethora of more or less overlapping acronyms and terms, such as 
High-Performing Asian Economies (HPAE’s), NIE’s (Newly Industrialising Economies), NEE (Newly 
Emerging Economies), HRD-Countries (high rate development), or simply Tigers, Dragons and Miracle 
economies. 
3
 The notion of egalitarian growth has been conventional wisdom for some time (Kuznets 1988; Das 1992, 8; 
James et al 1987, 226). However, the idea seems to stem on a consideration of the 1960 and 1970s, and a focus 
on first generation HPAE’s like Taiwan, South Korea, and Singapore only. During the 1980s, and especially in 
economies like Malaysia and Thailand, income distribution seems to actually have worsened, from a much 
higher level to start with (Islam and Chowdury 1997, 116-7).   
4
 The exception is Mauritius, a Sub-Saharan African island nation, whose story is to a large extent similar to that 
of the HPAE’s; a commitment to export-oriented, initially labour-intensive growth, coupled with low inequality. 
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This ‘East Asian Miracle’ (World Bank 1993) started in South Korea, Taiwan and the 
city-states of Singapore and Hong Kong, or arguably, a generation earlier in Japan. It spread 
to Southeast Asian countries like Thailand, Malaysia, and Indonesia in the 1980s and in recent 
years, to mainland China. In 1995, Asia was predicted to become the largest economic power 
by far in 2020, when it would harbour over 40% of the worlds GDP (Jackson 1999, 1). 2020 
was also the year that ‘second-generation’-NIC Malaysia had set itself as deadline to enter the 
ranks of developed nations. In order to achieve that, Malaysia would need an average yearly 
economic growth of 7 percent—as then Prime Minister Mahathir Mohamed argued, only 0.1 
percent higher than in the 20 years preceding the announcement (Mahathir 1991). Such rosy 
pictures invited massive amounts of foreign investment—rising from 2.8 million to 13.7 
million during the 1985-1990 period (Islam and Chowdury 1997, 13). At the time, the 
optimism about economic progress in East Asia seemed unlimited.  
The recent economic history of the successful East Asian ‘Tigers’ is all the more 
remarkable if put in contrast with the experiences of developing countries elsewhere. In 
general, de-colonisation and ambitious development plans have tended not to bring about the 
social and economic progress citizens in the developing world craved for. Instead, their 
history is often one that could be depicted in terms of economic stagnation, or at best, short 
growth spurts followed by prolonged recession (Rodrik 1998). As a result, and in spite of all 
the structural adjustment policy prescriptions in indebted developing states, the number of 
least developed countries increased from twenty four in 1972 to forty-one in 1990 (Broad and 
Cavanagh 1995)5. In East Asia, on the other hand, growth was much less plagued by cycles 
and stagnation6. Export oriented manufacturing provided a sustainable basis for growth and 
technological development (Hobday 1997), leading to the economic welfare presently 
experienced.    
Given this context, it is hardly surprising that the so-called “Asian Miracle” came to 
serve as a model and source of inspiration for those parts of the Third World where things had 
not been going that well. This has often led to policies and policy recommendations that are 
nothing but bleak copies of the policies allegedly followed by the East Asian NIE’s, without 
taking into consideration the context in which such policies were employed7. As the 
influential 1993 World Bank report “The East Asian Miracle” had done, the highly diverse 
experiences of the so-called High-Performing Asian Economies (HPAE’s, a classification 
                                                                                                                                                        
It may be noteworthy that Mauritius shows some other similarities with the first generation HPAE’s; it has a 
predominantly Asian population (about 70%) and a population density that is even higher than that of Korea or 
Taiwan. 
5
 Albeit some of this increase is of course due to a simple increase in the number of countries.  
6
 Although especially Korea suffered serious crises during its allegedly miraculous development path.  
7
 Ghana’s attempt to emulate Malaysia’s arguably successful ICT-push by proclaiming the ‘ICT for Accelerated 
Development’ Policy (ICT4AD) is a case in point; so is Zimbabwe’s ‘Looking East-policy’. Also, it has been 
argued that the export orientation of East Asia was not so much a policy informed by a well thought-out 
development strategy, as an inevitable answer to the problem of getting the foreign currency needed to pay for 
imports swelling because of an investment boom (Rodrik 1995).   
Embedding Economics 
4 
covering both the NIC’s and the Southeast Asian high performers of the second generation) 
were taken together in order to distil some kind of abstract development model out of it. 
Respected economists took East Asia as an example for the rest of the developing world to 
emulate, and as an indication of what was possible if other developing countries would only 
follow their policy paradigm (e.g. Kuznets 1988). As Henke and Boxill (2000) argue, many 
an orthodox economist took advantage of the rapid economic growth in East Asia to change 
the experiences of a handful of countries into a uniform model for neo-liberal development 
(see for example Sachs in Henke and Boxill 1999, 199; James et al 1987). Yet, the neo-liberal 
one was not the only uniform model that has been propagated on basis of the experiences of 
the HPAE’s.  
B. EAST ASIAN DEVELOPMENT MODELS 
From the outset, economic development in the newly-independent countries of East Asia has 
carried a lot of ideological and political baggage. As such, the development of the debate 
about it is strongly related to the course of the general debate in development economics. In 
fact, throughout the decades, the countries that came to form the Asian Model have been held 
as showcases of many very different positions.  
One less-considered fact about the economies that make up the core group of the 
Asian Miracle—South Korea, Taiwan, Hong Kong, Singapore, Thailand, and Malaysia—is 
that out of the six of them, five represent divided countries in one way or another. East and 
Southeast Asia found itself on the frontline of the Cold War, which as a result has not been 
very cold for most of the region. Civil war resulted in the division of Korea in a Northern and 
a Southern republic, still technically at war with each other. Struggle between nationalist 
Kuomintang of Chiang-Kai-Sheck and the Communists of Mao-Tse Tung in China led to the 
political separation of Taiwan from the mainland, although Taipei China continued to regard 
itself as the real Republic of China and has (been) threatened with invasion repeatedly 
afterwards. Hong Kong, meanwhile, stayed under British rule until 1997 when it was handed 
over to China under the ‘one country, two systems’ formula. In the case of Malaysia and 
Singapore, their separation in 1965—only two years after Singapore had joined the Malayan 
Federation—had less to do with a communist threat than with differences over ethnicity and 
nationalism8. Malaysia, presenting itself as a Malay nation, took it upon itself to safeguard the 
political and economic interests of the Malay, while the Chinese majority in Singapore 
preferred not to live under such a Malay nationalist regime. Thailand, meanwhile, was never 
divided itself, but did experience the threat of an alternative system in the form of a 
communist insurgency and of being almost completely surrounded by states turned socialist.  
                                                 
8
 Although with some Chinese exhibiting loyalties to the communist Chinese motherland, and with a Chinese-
dominated communist guerrilla having been active in and after WWII, the two issues were not entirely separable.  
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These divisions, and the continuing hostility between the sides, gave an incentive to 
discredit the opposite system, and position itself as a role model. Bringing about economic 
growth in South Korea, Taiwan and Hong Kong was in part aimed at proving the inferiority 
of socialist planning. Poverty alleviation and economic progress prevented communists from 
gaining support, and provided effective propaganda for nationalist and capitalist regimes. 
Anticommunist states to this end received significant amounts of economic support from the 
United States (Amsden 1989, 39; 72-73; Aberbach et al. 1989, 68). In Singapore, economic 
progress was meant to deprecate the preoccupation with ethnic nationalism of Malaysia. In 
these propaganda battles, things became very black and white, each side presenting itself and 
the other as showcases of the particular system (e.g. Brun and Hersch 1976 and Park Chung 
Hee (1963) about North and South Korea respectively). Accounts of economic development 
in particular Asian countries thus became arguments in the discussion about development 
strategies. The economies that later came to form the Asian Model earlier were presented as 
Capitalist Models9.   
This occurred in spite of the fact that the policies and principles of their leaders were 
perhaps decidedly anticommunist, but could hardly be seen as the epitome of capitalism, let 
alone of liberal democracy10. A reading of Park Chung Hee’s modestly called The Country, 
The Revolution and I (1963), for example, leaves the impression of someone whose 
sympathies lie with socialism in all respects but one—a fervent antisocialism11. Chiang-Kai-
Shek’s ideas about economic management were purely instrumental to his military goals12, 
and although perhaps driven by a hate for communism, they can hardly be considered to have 
constituted an embrace of capitalism. Nor seemed the New Economic Policy, which Malaysia 
embarked upon in the 1970s, to have been framed in those terms.   
In spite of the fact that reality had to be compromised somewhat to fit into the model, 
the tendency to make a Model out of the development experiences of East Asian economies 
remained popular and, in fact, intensified when some of them proved highly successful. Yet, 
the content of such models remained contentious. Over the years, the history of the NIE’s has 
been used to argue for anything between (and outside) extensive state-intervention and 
development through the free market. Outside the communist camp, the fundamental 
                                                 
9
 It should be noted that at the time, the Philippines was generally prominently included in such discussions as 
showcase capitalist democracy. While at the forefront of development in Asia at the time, the Philippines has 
seriously lagged behind the Asian tigers in the subsequent decades. From a model country, it became a “deviant 
case” and a “laggard in the growth region” (Rivera 1994a, 1; Lindsey 1992, 75).  
10
 Ironically, the large role of the state in the economy, as revealed by the government-induced heavy industries 
push of the 1970s in South Korea or the industrialisation policy in Taiwan, have been argued to have been 
informed by the withdrawal of US troops, necessitating these supposed ‘bastions of the capitalist market 
economy’ to develop a strong industrial sector, especially in defence-related activities (Patrick 1994, 361-2).  
11
 Another example: it has been argued that “the financial sector and banking activities in Korea resembled those 
in a command economy” (Das 1992, 49).  
12
 Chiang Kai Shek (196x), in his article “National Fecundity, Social Welfare and Education” analysed 
demography, education, and welfare almost exclusively in military-political terms, arguing that high population 
growth was necessary for China to acquire military power. 
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opposition in these debates has been between neo-classical, pro-market economists and anti-
free market development economists. Both have consistently tried to make East Asia into an 
argument for their position. In general, at times when consensus existed over the success of 
the HPAE’s, discussion flared up over whether free-market or statist development strategies 
had been followed. The statist accounts by Amsden (1989) and Wade (1990a, 1990b) were 
explicitly directed against the free-market interpretation of Asian development as presented 
by Balassa (1988) or Lau (1990) for example. At other times, that content of the model was 
agreed upon, and discussion shifted to the question whether it could be called a success or not 
(Evans 1979; Bello and Rosenfield 1990; Krugman 1994; Young 1993, 1994). Statists and 
marketeers—if one is allowed to dichotomise that strongly—thus reversed their arguments 
several times in the discussion.  
The awareness that something special was occurring in the East Asia first surfaced in 
the later 1970s. This was also the time that the so-called “neo-classical counterrevolution” 
began to sweep through (development) economics (Toye 1993). The two stories reinforced 
each other. The argument soon ran that, whereas the rest of the Third World faced stagnation 
and continuing poverty due to the interventionist policies proposed by modernisation or 
dependencia-theorists, the NIE’s reaped the benefits of their market-oriented strategy. This 
was all the more proof that the free market was best for everyone.  
The first reaction by statist development economists was one of denial. Dependista’s 
took pains to show that development in the Asian Tigers (Korea, Taiwan, Singapore and 
Hong-Kong) was not the success story the neo-classicals had pictured; it was an extreme case 
of dependent development and, moreover, unsustainable since it was solely based on the 
exploitation of the cheap labour (Evans 1979; Bello and Rosenfield 1990). Continued 
economic progress, including industrial upgrading, soon made this position untenable, 
however. Therefore, development economists turned to another argument. While 
acknowledging the progress that had been made, they began questioning its attribution to the 
market. Study of the actual history of the NIC’s showed too much intervention by the state for 
this explanation to hold. If the NIC’s had experienced much state interventionism, their 
success provided not an argument against the statist discourse, but an argument in its favour. 
South Korea and Taiwan, and to a lesser extent Singapore, were now presented as models of 
successful state-led development (Amsden 1989; Wade 1990a; Wade 1990b; Schlossstein 
1991; Aberbach et al 1994; Hughes 1992)13. Since this argument carried a lot more merit, now 
a hefty and serious debate ensued.  
At first, free-marketers challenged the extent of interventionism. When that route 
turned out to be unviable, they began to question whether the sizable role of the East Asian 
state in the economy had indeed been the cause of growth. The proposition was that growth 
                                                 
13
 Amsden (1989, 140) went as far as claiming that “the economies of the late-industrializing countries behave 
according to economic laws that constitute a new paradigm”, thus clearly turning an interpreted history into a 
model.  
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had occurred in spite of violations of the free market, without which performance would have 
been even more outstanding. ‘Picking of winners’ could not have beneficial effects according 
to neoclassical theory, and therefore it had not. Gradually, the statist interpretation of East 
Asian development gained ground. However, it was not statism as in the heydays of 
dependencia-theory and structuralism anymore; the argument put forth by people like Amsden 
(1989), Wade (1990a), Brookfield (1994) or Gereffi and Wyman (1990) focused much more 
on the exceptional institutional quality betrayed in the state’s management of the market in 
East Asian economies. Thus, state interventionism watered down to a kind of strong state-
institutionalism.   
This institutional version of the argument was acceptable enough to both neo-liberals 
and structuralist development economists for a consensus to emerge. The Asian Model thus 
came to be about technocratic, rational states that had been preoccupied leading the market 
and getting the prizes right (World Bank 1993)14. Strong, insulated states, rule of law, well-
defined property rights and competent bureaucracies were behind the success15. Fuelled by the 
economic growth of the later 1980s and 1990s—a time when the miracle seriously gathered 
pace—and probably because of its theoretical moderation, this position soon came to 
dominate the debate.  
However, many a liberal felt rather uncomfortable with this interpretation of the Asian 
Miracle, especially as it sometimes seemed to provide excuses for rather authoritarian styles 
of government. This tendency became stronger as the institutional interpretation of the so-
called Asian Miracle gradually shifted from formal institutions to informal institutions and 
culture.  
C. CULTURE ENTERS THE SCENE 
The idea that culture was somehow related to the economic development of East Asia went 
back longer, and can, in a sense, be traced back all the way to the work of Weber. In his study 
of Confucianism and Taoism, Weber sought to explain the absence of development in East 
Asia by pointing at certain characteristics of Chinese religion. According to Weber (1992), the 
emergence of modern rational capitalism in Europe could not be seen apart from the rise of 
Protestant ethic. It followed that an absence of such development in Asia could be explained 
by pointing out the ways in which East Asia was not Protestant. In other words, Confucianism 
and Taoism were analysed mostly in terms of what they were not; Protestant16.  
                                                 
14
 Ensuing discussion focused on terms like “following” versus “leading” the market (Wade 1990b) 
15
 As indicated, this explanation also allowed for the problems experienced implementing neo-liberal policies in 
many other developing countries. Failures in structural adjustment projects were not attributable to the flaws of 
the policies, but to the fact that countries lacked the right institutions. In other words, it called for intensification 
rather than withdrawal of the neo-liberal reform agenda.  
16
 Weber (1992, 1-16) opens with a long list of supposedly crucial things the Orient failed to achieve, in contrast 
to the Occident. In Weber’s defence, however, he argues that he has not meant his accounts of non-Western 
societies or religions to be comprehensive, but only to serve the purpose of finding points of comparison with the 
Occident, in order to support his thesis about Protestantism (Weber 1992, 27).  
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Although Weber’s work differed crucially from the later Asian Values-theme in 
seeking to explain the absence rather than the success of capitalist development in East Asia, 
some seeds for the later debate were sown. First of all, Weber reproduced the idea that East 
Asia was a region that functioned as the logical opposite of the West. In the process, East 
Asia, a vast and diverse region, was homogenized under the headings of Confucianism and 
Taoism, whose values allegedly said all about the dynamics and complexities of East Asian 
societies. In addition to this essentialisation, some of the characteristics attributed to 
Confucianism and Taoism resurfaced in the later debates about culture. For example, when 
Weber argues that “die ‘Vernunft’ der Konfuzianismus war ein Rationalismus der Ordnung“ 
(Weber 1989, 367), or that “Prinzipiell nur die Lebenslage differenzierte den Menschen” 
(Weber, 1989, 339), he stresses an ascribed preference for order and meritocratic hierarchy. 
Both characteristics were to figure prominently in the later Asian Values debate.  
From the 1970s onwards, Asian Values began to be connected with economic 
development. Motivated by a desire to find alternative ways of development to Western 
modernization, scholars began to stress the compatibility of Asian culture with economic 
development. Chen (1976) for example, argued that such Asian Values as group spirit, mutual 
assistance and filial piety could form a necessary antidote against the less desirable effects of 
modernization. Others went further, trying to establish a positive link between neo-
Confucianism and economic growth (e.g. Kahn 1979). In this line of work, Asian religions 
were brought forward as the functional equivalent of the Protestant capitalist ‘spirit’ (Alatas 
2002, 113).  
A few things were noticeable about this debate. First, as Weber had done before, 
Asian culture was to a large extent reduced to Confucianist values. On the one hand these 
were considered different from western values, but on the other hand, much of the argument 
was focused on showing the ‘protestant’ or perhaps ‘ultra-protestant’ character of 
Confucianism. In this sense, the debate continued to develop in Eurocentric terms of reference 
(ibid 114-5). As a consequence, terms like ‘Asian Values’ were able to develop, essentially 
homogenizing vastly diverse cultures into one ‘pan-Asian’ culture, of which the existence 
seemed almost exclusively informed by the fact that it was not Western17.   
Second, the values ascribed to this culture were inferred from Confucian principles 
and texts provided by the literati class, rather than observed in daily life. Self-cultivation, 
discipline, hard work, respect for authority, group orientation, thrift and the primacy of the 
family and education were singled out; all values derived from the old Confucianism of the 
‘high’ tradition. The relevance of these in practice is questionable. For one thing, there is a 
considerable gap between the values proclaimed in religious or ethical texts and the values 
held by any society; one only has to compare the content of Bible to the daily life in European 
                                                 
17
 In response to which columnist Sheryll Stothard remarks that, in her eyes, the only common heritage Asians 
have is rice (Amir Muhammad, Kam Raslan and Sheryll Stothard 1997, 60-62). 
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societies to see that. What is more, one could seriously question whether Confucianism is the 
relevant ‘culture’ to portray Asian societies with. After all, it is but one of the many religious 
and ethical sources in the complexity of ‘Asian history’, if there is such a thing in the first 
place18. It is obvious that Malay or Thai society can hardly be called Confucian, for example. 
But even in an allegedly Confucian nation like Singapore, the dominance of Confucianism in 
the debate is of relatively recent origin.  
Before 1979, Confucianism was not an issue in Singapore (Hill 2000, 15). The history 
of the introduction of religious knowledge as part of the moral education program in 
secondary schools in the early 1980s illustrates this. Significantly, the intended program 
focused on only five religious subjects; Bible studies, Buddhism, Hindu, Islamic and World 
Religious-studies. Confucianism was eventually added as afterthought. Even then, teachers in 
Confucian Ethics had to be imported, as there was not sufficient knowledge about the topic 
within Singapore itself. Also, interest among the public was very limited; most Chinese 
school students opted for Buddhist instead of Confucian studies (ibid, 19-20).  
In addition to this lack of interest, and in spite of the equation of Confucianism with a 
kind of pan-Asian culture in much of the literature, the Singaporean government found the use 
of religion as basis for a moral education program to stir ethnic divisions and disrupt harmony 
(Hill and Lian 1995, 205-210). For this reason, a shift to the more neutral ‘values’ took place, 
inspired by Lodge and Vogel’s Ideology and National Competitiveness (1987), which claimed 
communitarism (as opposed to individualism) was the crux to East Asian society and 
development. Something similar occurred in neighbouring Malaysia, where Prime Minister 
Mahathir’s Islamisation campaign began to focus more and more on a set of values that were 
not exclusively Islamic, but ‘Asian’ in general (see Chapter 5). In Singapore, following Lodge 
and Vogel’s book, the government ordered the Institute of Policy Studies to identify its Core 
Values19. The IPS Report named six: (1) community over self, (2) family as basic institution 
(3) consensus not contention, (4) racial and religious tolerance (5) honest governance, and (6) 
compassion for less fortunate. It was followed by the parliamentary White Paper on ‘Shared 
Values’ (1991), identifying (1) nation before community and society above self, (2) family as 
basic unit of society (3) regard and community support for the individual (4) consensus not 
contention, (5) racial and religious tolerance, as core shared values (Hill 2000, 24).  
From that time on, Asian Values began to appear more and more frequently in the 
debate about economic development, and the interest for culture in East Asian development 
really took a flight. This led to such diverse publications as Harrison (1992), The Chinese 
Culture Connection (1987), Harris Bond (1988), Dore (1990), Levy Jr. (1992), Hitchcock 
(1994), Patten (1996), Anwar Ibrahim (1996), Nuyen (1999), and Dore and Whittaker (2001). 
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 For some reason, the link between Buddhism and economic growth—more plausible given the numerical 
realities on the ground—has not got nearly as much attention.  
19




All these asserted, in one way or another, that something called Asian Values underlay the 
successes of East Asian development. With regard to alleged values like thrift, hard work and 
education the link with growth is perhaps readily seen. However, it should be noted that the 
Asian Values debate only really took off when communitarian values like filial piety, 
collectivism, consensus, discipline and respect for authority were put to the forefront. These 
could easily be linked to the literature about the benevolent strong state. Dore and Whittaker 
(2001), for example, links Confucianism to economic success through four characteristics; 
dutifulness, hierarchy, (meritocracy), and rationality. The argument ran that the culture of 
Asia was conducive to bringing about rational, strong and insulated bureaucracies that were 
able and willing to bring about economic development. Thus, the Asian Values thesis finally 
clung on to the mainstream thought about Asian development. It became integral part of the 
Asian Model.  
These processes were spurred by a re-found pride on the side of some Asians (Anwar 
Ibrahim 1996) and a fear of being overtaken on the western side (notions like the Pacific 
century contributed to this), both fuelled by the high economic growth of the early 1990s. 
Buoyed by this renewed confidence, Asian leaders began to challenge Western ideas about 
development and society. In the Bangkok Declaration of 1993, for example, some Asian 
governments sought to qualify the universality the United Nations Universal Declaration of 
Human Rights. After all, all of the Asian tigers had come to development under less than 
democratic regimes, although the level of neglect of civil rights had differed quite strongly 
between the regimes of Park Chung Hee and Chiang Kai-shek on the one extreme and British 
Crown Colony Hong Kong on the other. If it had been this strong rule that had brought about 
prosperity, and what is more, if this rule itself had its roots in the peoples cultural preferences, 
western style democracy was something not desirable in Asian societies. The Asian Model 
also included an Asian Democracy.   
D. CULTURE LEAVES THE SCENE: THE END OF THE ASIAN MODEL 
The idea that behind the Asian Miracle, there was an Asian Model including Asian Values 
and Asian Democracy, was not one many people were very happy to adopt. For one thing, the 
alleged cultural specifity of the development in Asia implied that the process was not 
transferable to other regions. Especially when, after years of Asian growth and Western 
stagnation, the call for equality of the Asian Way began to make way for a sense of 
superiority, this began to worry people in the West. The rants of people like Mahathir about 
Western decadence being responsible for its relative decline (Mahathir 1986) slowly started to 
have an impact. Authors like James Fallows (1994) sowed fear proclaiming that East Asia 
held lessons for the West that were ignored at the West’s own peril.   
Of course, there were dissident voices, a noteworthy aspect of which being that most 
of them came from Asia itself. Chenyang Li (1997), for example, made a case for 
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Confucianism being totally compatible with democratic values. A collection of authors, many 
of whom of Asian origin, questioned the arguments about alleged Asian values and economic 
performance in a volume edited by Brook and Luong (1997). More significantly, in 1994, the 
later President of South Korea Kim Dae Jung published an attack on Lee Kuan Yew’s ideas 
about the applicability of the western system in Asia (Kim Dae Jung 1994). On the policy 
level, a broad coalition of NGO’s opposed the attempts to qualify the universality of human 
rights at the Bangkok Declaration. However, although even among the protagonists an 
awareness existed that Asian Values were often misused to justify authoritarianism, the idea 
of an Asian Model embedded in Asian Values remained popular (Patten 1996).  
More impact had an attack on the economic front. Balassa (1988) already dismissed 
the culturalist thesis in favour of a more orthodox economic explanation of Asian 
development. Also already in 1988, a then little known professor from Japan, Yoshihara 
Kunio, had published the dissident The Rise of Ersatz Capitalism, in which he argued that 
Asian development was unsustainable, because of gross inefficiency, rent-seeking and 
corruption. Growth had mainly come about through the sheer concentration and accumulation 
of rents, not because successful indigenous industries had been built, boosting productivity. A 
similar argument was made by Terence Gomez and Jomo K.S. about Malaysia (1997). With 
regard to Thailand, Parnwell (1996) also argued that growth had occurred in spite of rather 
than thanks to the government. At first, such books did little to change discourse. However, 
when western economists took up the issue, this caused a few eyebrows to be raised. Alwyn 
Young (1993; 1994) argued that growth in the Asian Tigers had been a matter of sheer 
accumulation without productivity gains. Although Young first met with disbelief as well, the 
view was soon popularised by the influential economist Paul Krugman (1994)20. The message 
of the latter’s article was clear; drawing a comparison with the Soviet bloc, Krugman 
maintained that we do not need to worry about having to adopt an Asian System of 
government in order to survive economically, because the Asian Model is less of a success 
than has been commonly thought. Add its political undesirability and it follows that the Asian 
Model, if any, is not one worthy of emulation.  
The real blow to the Asian Model came in 1997, however, in the form of the Asian 
financial crisis. Spreading rapidly throughout Asia, the crisis shattered all beliefs in miracles 
and superiority of culture and institutions. One after one another, Thailand, Malaysia, the 
Philippines and even South Korea were suddenly confronted with the downsides of capital 
market liberalisation earlier, as they were hit by massive withdrawals of foreign capital. When 
the dust had settled, unemployment and poverty had shot up, as income levels had fallen 
sharply, ranging from a real decline of 13.7% in Indonesia, through 5.8% in South Korea, to a 
relatively modest 0.5% in the Philippines (World Bank 2000, 5). The GNP decline in terms of 
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 It is not difficult to hear an echo in this of the old dependencia argument that Asian growth was unsustainable 
because it was based upon the exploitation of cheap labour.  
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US$ was many times higher, creating problems for both consumers dependent on import 
goods and companies with foreign loans (Jackson 1999).  
On the heels of the crisis, the critics came in. Suddenly, all the eulogies of East Asian 
development and its management by the state transformed into charges of cronyism and 
authoritarianism, triggering a “litany of I-told-you-so prescriptions for East Asia’s economic 
malaise” (Asiaweek, September 5, 1997). The crisis, in the eyes of many, was more than just 
a (extremely serious) economic problem. It has “also been enthusiastically welcomed as a 
signal that the…Asian model has now failed. Indeed some Western press comments along 
these lines have been labelled ‘triumphalist’” (Robins 2000, 45). Whereas some (Radelet and 
Sachs 1998; Kamal Malhotra 2002) argued otherwise, the general consensus was that the 
strong government presence in the economy had caused the crisis, creating all kinds of rent-
seeking and moral hazard problems.  
Thus, in face of uncontrolled capital flows wreaking havoc, many economists argued 
that even more deregulation was in order (Henke and Boxill 1999, 199)21. Others extrapolated 
the point to the governments’ handling of the crisis; MacIntyre (2001) argues that the 
relatively mild effects of the crisis in the Philippines can be attributed to its democratic regime 
being able to hold a steady course. Thailand, meanwhile, suffered from policy rigidity, while 
authoritarian, Asian Model-states like Malaysia and Indonesia paid the price for strong-man 
rule in the form of severe and damaging volatility. In general, after years of praise and 
support, academic publications turned rather ugly for Asian leaders (e.g. Barr 1999).  
Regardless of what one may think of this discussion about the roots and causes of the 
Asian crisis, it is clear that it disqualified any thought of Asian Values underpinning a 
superior Development Model. In fact, after 1997, a rather deafening silence seems to have 
surrounded the issue. If Asian Values or Asian Models still come up, nowadays, it is largely 
as an intellectual folly of the past that we are lucky enough to have outgrown. In the works of 
Hill (2000) or Wee (2002), the emergence of the Asian culturalism has been traced, thus 
debunking the mythological nature of the proclaimed values. Asian societies turned out to be 
nothing special, vulnerable like any other. Their values, like their ways of government, were 
hardly superior, and did not constitute their ‘destiny’, as Kim Dae Jung had already argued 
years before. The Asian Model, in this sense, effectively had ended (Henke and Boxill 1999).  
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 The development of the Asian Model betrays a rather ironic twist in the IMF’s approach to the crisis. As the 
IMF prescribed the “standard recipe” of structural adjustment in the affected countries, it was apparently 
forgetting that such policies had often been defended and inspired by the success of East Asian NIC’s. Thus, the 
NIC’s became their own models; an idealised version of South Korea became the model for a defamed depiction 
of South Korea.   
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1.2. The Rise and Rise of New Institutional Economics 
A. THE INSTITUTIONAL TURN 
The implosion of culturalism in the debate about Asian development has not had a parallel in 
economics in general. Rather to the contrary: supported by the soothing stance of the new 
institutionalism vis-à-vis neoclassicism, and helped by many experiences on the ground 
disqualifying a stringent economism, institutional economics finally made it to the 
mainstream22. 
The tendency towards a broader, more comprehensive economic discipline can 
perhaps best be illustrated by the recent pickings of the Nobel Prize committee. Over the past 
fifteen years, people to a greater or lesser extent associated with institutionalism like Coase, 
North, and Stiglitz have all received Nobel Prizes in economics23. This illustrates how 
institutionalism not only has become a vibrant field of research, but also has been integrated 
in the economic discourse well enough to make it a sound career choice. The institutionalists’ 
consistent embracing of most of the neoclassical principles has changed an institutional 
interest in economics from a path to certain marginalisation to a position at the forefront of 
economic theory.  
The core message the institutionalists have been propagating is that the economy does 
not operate in a vacuum. Rather than that, economic processes and behaviour seem to be 
informed by the social and historical context in which they occur. Institutions matter; 
understanding the economy, or at the very least, predicting the outcomes of economic 
processes24, cannot take place without considering the social and cultural environment. It is 
this core argument, that the economy is inextricably interconnected with the cultural and 
historical context, which can be denoted as the idea of embeddedness. The economy is 
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 The earlier strand of economics that might be called old institutional economics (associated with economists 
like Veblen, Mitchell and Commons), gradually disappeared from the economic debate after WWII. Critics have 
attributed its demise to an alleged tendency towards descriptive studies without proper theorising (see 
Williamson 1994, 78), although other factors such as the need for straightforward policy advise during and in the 
aftermath of the Second World War, the fixing of boundaries between social science-disciplines, and a wish to 
de-politicise economics by laying it in the hands of experts are likely to have played at least as big a role. For a 
more detailed account of how institutionalism disappeared from mainstream economics, see Morgan and 
Rutherford (1998).  
23
 Although Stiglitz is not normally classified as institutional economist, his early retrospective (Stiglitz 1986) 
holds that the central tenets of his approach are that individuals are rational but for the fact that information is 
costly and hence imperfect, that institutions reflecting these information costs adapt in reaction to prices, and that 
imperfect information and incomplete markets may cause persistent inefficiency. The similarities with new 
institutionalism are striking.  
24
 Culture and institutions might be turned to only as input for otherwise purely economic behaviour, such as 
when they are included as source of preferences. Or alternatively, in models leading to multiple equilibria, 
culture and institutions might be included so as to determine which equilibrium a society may arrive at. In both 
these approaches, the idea that economic processes can be separated from the social and the cultural has been 
maintained, so that, whereas institutions matter, they do not have to matter much to the average economist, who 
can continue building his ceteris paribus-models.  
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approached as being embedded in, rather than in isolation of society25. Embeddedness can 
take the form of historical institutionalism, focusing on societal rules and structures, or what 
we may call culturalism, focusing on values, beliefs, and traditions. The boundaries between 
the two are not always clear though; they often seem more informed by the path-dependence 
of the researcher’s curriculum than by sharp theoretical distinctions. An empiricist arriving at 
the topic by way of the works of Hofstede (2001) or Inglehart (1981; 1982; 1997a; 1997b; 
Inglehart and Baker 2000), or perhaps via the discussion about Asian Values in the East Asian 
development debate, is more likely to speak of culture than a researcher with a background in 
new institutional economic theory, even though they might be talking about more or less the 
same ideas. Especially noteworthy is a contribution like Tabellini (2005), who sets out culture 
from institutions, yet acknowledging that the former is “a vague concept” and interpreting it 
as “social norms or individual values” (Tabellini 2005, 2-3). The dividing line between 
informal institutions—usually defined as norms and values as well—and such a concept 
seems rather fuzzy. Yet, the difference is persistent enough in the literature to speak of 
embeddedness in the form of culturalism and institutionalism.    
On the one hand, the renewed prominence of embedded economics has triggered a 
load of empirical research into the relation between culture and economic performance. 
Examples of such studies include Franke et al (1991), Dieckman (1996), and Granato et al 
(1996), all regressing economic growth on cultural variables. Others relate culture to central 
bank independence and price stability (De Jong 2002), or innovation (Shane 1993). Barro and 
McCleary (2003) set out to establish a relationship between religion and economic growth, 
while others focus on the influence of trust and per capita growth (Knack and Keefer 1997). 
The increasing popularity of this line of work is noteworthy. To illustrate the ascendance of 
culturalism, Dimaggio (1994, 29-30) has showed that references in ECONLIT to the keyword 
‘culture’ increased steadily between 1981 and 1992, with culture being disproportionately 
present in development studies. 
The value of an embedded approach to economic problems is increasingly being 
accepted among economic theorists as well. However, the growing role of institutions and 
culture in economics is not only a matter of increased acceptance of their relevance, but can 
also be witnessed within the content of theories, where a certain radicalisation seems to have 
occurred. Starting relatively innocently with work on uncertainty and transaction costs, the 
further new institutional economics developed, the more it strayed from the foundations of 
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 It should perhaps be noted that a description of the idea of economy as embedded, with which we are 
concerned here, is not the same as a denotation of the concept of embeddedness. The idea of embeddedness—the 
point that economy is related to and should be viewed within its cultural and historical context—precedes 
discussions about the definition of the concept of embeddedness, which are concerned with the ‘correct’ way to 
theorize these relationships, i.e. how we should give shape to this idea. To try and conceptualise embeddedness 
means first to think embeddedness. Thus, even authors that explicitly reject embeddedness as a concept because 
it is not instrumental in capturing the realities of the interdependencies of economy, institutions, and culture, 
reproduce the underlying idea of the economy as embedded, viewing economy, institutions and culture as 
interconnected.   
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neoclassicism. This is most obvious in the development of thought of Douglass North, 
perhaps the most prominent of new institutional economists. North’s main interest is with the 
institutional development of markets, which he takes to be at the roots of the prosperity of 
developed economies. In the publication of The Rise of the Western World (North and 
Thomas 1973) the emergence of markets is sketched as the outcome of an inevitable process 
towards efficient solutions, just like the emergence of equilibrium in neoclassicism. In 
Structure and Change in Economic History (North 1981), North changes tune when trying to 
explain the endurance of inefficient institutions, blaming the state’s failure to secure property 
rights and hence achieve efficient equilibrium.  
His following book, Institutions, Institutional Change and Economic Performance 
(North 1990) goes a step further still, blaming bounded rationality, path-dependence and 
embeddedness for divergence among economies. By then, history and informal institutions 
entered the debate as crucial in determining development. This was quite a turn-around; from 
development as a movement towards an inevitable future state (efficient equilibrium), the 
course of economic development in North (1990) became largely driven by the past. Also, 
North and more explicitly Williamson (2000) acknowledged that culture—highly influential 
in historical development—developed in ways not susceptible to neoclassical analysis and 
which we as yet do not know much about (North 1990, 87). In the 1990s, North turned to 
cognitive science for an answer to much of his questions, seeking to address the problems of 
information and individual perception (North 1992: Denzau and North 1994). All in all, his 
interest in the foundation of markets has forced North to abandon the neoclassical behavioural 
model step by step, until concepts like mental modelling, cultural evolution and path-
dependence entered the analysis.  
Although the new institutional economists avidly distinguished themselves from the 
older institutional school in economics (Williamson 2000, 596; Coase 1984, 230 quoted in 
Williamson 1994; Nee 2005, 50), they unwillingly moved in its direction the further they 
developed their theories. Each new contribution pointed even stronger at the limitations of 
neoclassical economics. Unwilling to adopt older institutional theories and apparently 
unfamiliar with the advances made in (non-rational choice) sociology and anthropology, NIE 
put little beyond very tentative explorations in place. It still stands out as a rather loose 
collection of ideas and propositions (Acheson 1994, 6). Indeed, the present ignorance about 
institutions has been acknowledged by some of NIE’s main protagonists (e.g. Williamson 
2000, 595). Meanwhile, however, the ambitions of and status attributed to NIE rapidly 
developed in the opposite direction. At times, NIE seems to be considered to provide answer 
to all the problems of neoclassicism and eventually, to lie at the heart of a new-to-be-created 
unified social theory (Dixit 1996, 156). Embeddedness, institutions and history thus became 
central to a theory that combined an as yet tentative character with high expectations and at 
times exuberant claims, such as to have The Solution to poverty (e.g. DeSoto 2000; Rodrik 
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(2004), in this respect, speaks of “property-rights reductionism”). Nowhere has this 
discrepancy been more relevant than in the sub-discipline of development economics.  
B. THE NEW MEGALOMANIAC ECONOMICS? THE ADVANCE OF INSTITUTIONALISM IN 
DEVELOPMENT ECONOMICS 
The rise of institutionalism in development economics is perhaps best illustrated by the 
appointment of Joseph Stiglitz as chief economist and senior vice-president of the World 
Bank in 1997. In circles critical of the Bretton Woods institutions, it was hailed with 
enthusiasm and hoped to be something of a turning point. Stiglitz had made a name for 
himself exploring problems of information asymmetry and other market failures, and as early 
as 1986 had made a case for a “new development economics” that put institutions and 
information costs central (Stiglitz 1986). Not coincidentally, 1997 was also the year in which 
the annual World Development Report put institutions to the forefront, arguing that 
“development…must start with institutional arrangements that foster responsiveness, 
accountability, and the rule of law” (World Bank 1997). Even though Stiglitz was to leave the 
World Bank again after only a few years, the attention for institutions in development 
economics was there to stay (see for example Krueger and Rajapatirana 1999). Kaufmann et 
al (2005) describe an explosion of indicators for governance and institutional quality. Other 
economists of name and influence have been converted to the new wisdom that, in 
development economics, “any plan of action must recognise the specificity of conditions on 
the ground…everything depends on physical geography, culture, history and other very local 
factors.” (Jeffrey Sachs, Economist, October 24, 2002).  
Interestingly enough, with its advance in policy circles, institutionalism seems to have 
shifted from being an intellectual occupation of left-leaning liberals towards a preoccupation 
of the right, the so-called neo-conservatives in particular. Although initially being employed 
as an argument against the ‘one-size-fits-all’ strategies of the Bretton Woods institutions, 
institutionalism can be argued to have ended up only making them more extreme. The 
renewed attention for institutions has taken policy prescriptions and conditionalities beyond 
the mere economic sphere into the social, political, and even cultural arena. Nowadays, it is 
not enough to qualify on a set of macro-economic requirements; a developing country has to 
pass the much more stringent test of ‘good governance’26. Democracy, property rights, rule of 
law and market institutions have to be adopted by a country if it is ever to develop, and in 
absence of these, aid is not considered to be useful27. The insight that economic development 
is embedded in institutions and culture seems not so much to have led to a shifting towards 
                                                 
26
 Which, along with terms like ‘capacity building’, ‘voice’, and ‘empowerment’ has been identified as a 
euphemism for politics (Economist, June 4th 2005, 65-66).  
27
 Note, moreover, that in this way, human rights become conditional on their economic impact. Olson, in this 
line, argues that the main argument for converting ruling elites to democratic rule is the extraordinary practical 
value of secure contract, property rights, and other individual rights (Olson 1997).  
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culturally specific programs and analyses, as to a tendency to complement the prescription of 
certain economic policies with the dissemination of a single package of institutions and 
culture as well. The IMF, for example, has augmented the Washington Consensus under the 
influence of institutionalism, resulting in an even longer and decidedly farther-reaching list of 
prescriptions (Singh et al 2005). Policy advise has not been adapted to contexts, but contexts 
are being sought to be adapted to policy advise28. The new institutionalism thus has tended to 
make conditionalities more comprehensive rather than eroded them.  
These ideas are related to the theoretical background of the new institutionalism. 
Rather than being grounded in empirical observation, many NIE authors such as North and 
Williamson explicitly start out from neoclassical economics, developing and improving upon 
the theory from there. The result is an abstract universalism; one theory fits all, even though 
by now institutions and culture are introduced as variables. Although mechanisms and 
solutions are made contingent upon context, the theory itself is not viewed as such. In spite of 
the fact that societies may differ in terms of culture and institutions, the economic principles 
and objectives are universal. Just like in neoclassical economics, there is one route to 
efficiency; only now, societies are allowed to deviate from that route. North, for example, in 
his analysis of the emergence of the market economy and the associated rise in income in 
western countries, ends up building a theory only explaining the absence of this emergence in 
non-western countries. Non-western countries have remained poor because they developed 
institutions keeping them of the path to efficient equilibrium. History is thus addressed from 
the point of view of market failures, and institutions and the economy in which institutions 
matter are approached as deviations from the neoclassical model. Wrong institutions are 
obstacles to economic development and prosperity. Therefore, they have to be removed and 
replaced by less distorting, transaction costs-generating ones. In this sense, the insight that the 
economy is embedded on the theoretical level too has not led to a development of a more 
context-specific approach; instead of that, it has been countered by a theory in which the ‘dis-
embedded’ economy, without any institutional and cultural obstacles, is still proclaimed the 
benchmark of efficiency and specific contexts are considered as market failures29. The 
awareness that economics had been wrong to neglect institutions all this time thus has led to 
even grander claims rather than an increased modesty, as one might perhaps have expected. 
New institutional theories do not limit themselves to economic aspects anymore, but make 
strides towards the kind of “general theory of just about anything social” that Geertz has 
dubbed “hollow” and “megalomaniac” (Geertz 1983, 4). From there on, it is only a small step 
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 The 2005 IBRD Country Assistance Strategy report for the Philippines, for example, focuses on institutions as 
factors inhibiting performance, such as political instability rooted in governance failures and corruption. It seeks 
to turn the Philippines into ‘Islands of Good Governance’.  
29
 Consider for example Brunetti et al. (1997) as a fairly typical empirical study of the role of institutions in 
development, in which institutions are entering the discussion of economic development as potential obstacles. 
NIE, in its attempts to analyse economy and history in terms of deviations from the neoclassical model, is 




towards actual policy prescriptions transgressing into the cultural and social spheres, in effect 
seeking to redesign whole societies. Grand, comprehensive theories of development invite 
equally grand and comprehensive policy packages.   
In addition, there is the danger of exactly the opposite to occur; giving up on societies 
completely, because their institutions condemn them to poverty anyway. If to the idea that 
institutions define a society’s economic performance one adds the idea that institutions are 
relatively static, this makes all policy initiatives useless. In that case, institutions would 
determine outcomes, which are beyond human interference.  
This danger is clearly present in new institutional theory. Where the institutions of the 
western market economies are being propagated as the only way forward, new institutional 
economists like North have difficulty explaining why societies do not simply copy these 
institutions, if they are so beneficial (North 1990, 7). The answer often given is that not only 
is the economy embedded in institutions, but institutions are in turn embedded in society’s 
traditions, norms, values and beliefs. Since these cultural elements are developing very slowly 
and according to patterns outside human intentional design, they—and the institutions nested 
in them—need to be accepted as givens (Williamson 2000; North 1990, 90-91). The 
combination of the ideas that there is only one path to successful development and that some 
societies, because of their static culture, are unable to walk that path, all too easily leads to the 
view that a society’s culture sentences it to poverty. To have one culture then amounts to 
successful development; to have another leads to persistent poverty. There is not much one 
can do about either outcome. Whereas most of the new institutional economists are usually 
slightly more nuanced with regard to such issues, the seeds for such views are clearly present 
in the theory. In applied debates, such as the one about East Asian development, fewer 
inhibitions about it exist (e.g. Mahathir 1970; Zakaria 1994; Franke et al 1991; Dieckman 
1996).  
Both the problems of viewing culture as decisive factor and of intrusive policy 
packages stem from the fact that the idea of embeddedness complicates structural change and 
reform. An economy that is embedded in a social and cultural context is resistant to change; it 
follows that one either has to give up on the economy altogether, or one has to change the 
entire context as well30.  
For obvious reasons, the view that a given culture ultimately sets development paths is 
not a very attractive thesis for development economists, at least not as long as they still hold 
any ambition. Indeed, as economic historian David Landes remarks, scholars of development 
                                                 
30
 The fact that a rather simplistic, unreflective approach to embeddedness tends to lead to either one of these 
positions can be illustrated by Granato et al (1996). On basis of a couple of regressions indicating the culture is 
an important factor predicting growth, this article argues that this need not worry us, because it should not lead to 
the conclusion that “the outlook for economic development seems hopeless, because culture cannot be changed” 
(Granato et al. 1996, 625). However, the paper argues that this problem does not arise because culture can be 
changed, and therefore the research indicates that we must seek to change particular cultural components of 
society in order to bring about development. In other words, we can avoid fatalism by turning to social 
engineering. Neither of them seems very attractive.  
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have been rather reluctant towards considering culture (Landes 1998, 2). Now attention for 
culture and institutions has increased, it is coupled with a (new) willingness to intervene in 
cultural and institutional variables.  
Inclusion of culture in theory does not automatically have to lead to such simplistic, 
one-dimensional explanations, however31. The choice is not between cultural fatalism and 
social engineering. Rather than that, it should be noted that both these options reproduce the 
idea of culture as an all-pervasive factor in society and economic development. If cultural 
fatalism is to be countered, therefore, it is not by closing one’s eyes to culture as a factor, but 
by questioning that idea. We ought to question the meaning of culture and the position 
attributed to it in society. We ought to question the idea of embeddedness32.  
1.3. Culture, Institutions, and Economic Development: Unresolved Issues 
A. THE PROBLEM OF EMBEDDEDNESS 
The growth in stature and influence of institutional ideas on the theoretical level cannot fail to 
impress. The idea that institutions and culture matter to economic processes now is perhaps 
more broadly accepted than at any other time in the history of economic thought. On the other 
hand, the success with which new institutionalism and culturalism has stormed the economic 
agenda does not have a parallel just yet in its theoretical development. Tentative theories, 
often raising more questions than answering them, have been the main staple. The idea of 
embeddedness has been especially hard to reconcile with the problem of structural change. 
Research seems to suggest that development should be brought about by institutional reform, 
yet institutions are considered to be embedded in stable cultural and informal structures. 
Moreover, in new institutional economics, institutions are attributed the function of providing 
predictability and stability to actors plagued with uncertainty and lack of information (North 
1990, 6). Institutional reform is hardly conducive to this end. These problems have not 
prevented new institutional theory from gaining a seat at the front of economic thought, 
however.  The idea of embeddedness seems here to stay—it is just a matter of how it is to be 
conceptualised33.  
                                                 
31
 A small step towards a more sophisticated approach is Conklin Frederkring (2001), who moves on from 
unidirectional causalities towards two-way, endogenous processes.  
32
 More critically reflective approaches to institutionalism include Ankarloo (2002), Ankarloo and Palermo 
(2004), Searle (2005) and to a certain extent, deSoto (2000). However, such approaches have been rare, certainly 
among new economic institutionalists, who seem more concerned with conceptual discussions and theory 
development. Moreover, for the subject of this project it is relevant to note that none of the studies mentioned 
explicitly focuses on the idea of embeddedness.  
33
 The concept of embeddedness can be traced back to Polanyi (1944), and has subsequently gained ground in 
institutional economics, although it is still felt by many that it “remains in need of greater specification” 
(Smelser and Swedberg, 1994, 18), a call reiterated by Williamson (2000). Indeed, there seem to be some 
important theoretical differences between the ways in which it is understood by for example Granovetter (1985), 
Williamson (2000), or North (1990), and many have criticised it or called for its abandonment (e.g. the critique 
of Krippner in Krippner et al 2004, or the response of Granovetter in the same article). Amusingly enough, North 
(1990) actually uses the term 'imbeddedness' rather than 'embeddedness', whereas in later writings about new 
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By contrast, in one of the most prominent empirical fields of research when it comes 
to institutionalism and culturalism, the development of the East Asian ‘Tigers’, the idea of 
cultural embeddedness has all but vanished. Since the debate about Asian Values 
underpinning an Asian Model has been so tightly interwoven with the renaissance of 
institutional economics, one could question whether the apparent demise of the Asian Values-
thesis should not have any repercussions on the development of institutional theory. As the 
idea of embeddedness has been extensively brought to the fore in the Asian Model-debate, it 
is worthwhile investigating whether there has ever been anything to the idea. But more 
importantly, its dismissal nowadays begs questions such as whether it has been for reasons 
affecting institutional and culturalist theory in general, or whether it has occurred because of 
mistakes and exaggerations that accompanied the initial enthusiasm for the idea. Reflections 
on such questions could provide valuable lessons and warnings for the development of NIE 
theory. Moreover, it is worthwhile investigating why an idea that is currently widely 
perceived as flawed—the attribution of East Asian development to something called Asian 
Values—received such an enthusiastic embrace in certain important academic and non-
academic circles initially. Here too, might lie important lessons for new institutional theory. 
Not only could a careful analysis of the East Asian Miracle debate expose problems in new 
institutional economic theory, but it might also uncover deeper difficulties which have made 
new institutional economic vulnerable for these problems in the first place. All in all, the idea 
of embeddedness of economic development deserves some serious scrutiny, and the case of 
the East Asian Model provides an excellent background to do so. Within the case of the East 
Asian Model, it serves to focus on the issue of structural reform, since embeddedness has 
been argued to be especially problematic with regard to this problem, and because experience 
has taught us that the ability to successfully reform and make economic growth spurts 
sustainable is what has set out East Asia most from other developing economies.  
B. THE PROBLEM OF DEFINITION 
Starting point of our analysis is the position that any idea like embeddedness is always also a 
social structure, in the sense that it is both a structure exhibited by and structuring our 
behaviour. At the most superficial level, the idea of embeddedness is structuring our thoughts, 
i.e. structuring our act of knowing. It is also structuring other types of acts; for example, in the 
Asian Model, it is the idea of relying on cultural notions of thrift by individuals making  
economic decisions that constitutes the behavioural structures that cause high savings rates. 
Without this idea of such cultural notions being relevant to individual economic actions, 
economic behaviour would be structured otherwise, not embedded or embedded differently.  
                                                                                                                                                        
institutional economics, it is the word 'embedded' that generally came to be used. This in itself goes some way in 
illustrating the idea of path-dependence and the reproduction of recognised meanings.   
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For this reason, this project approaches the idea of embeddedness as a contingent 
social structure, or rather, as a constitutive idea. Instead of approaching it as an analytical 
concept, reflecting social reality but not being part of it, embeddedness is approached as a 
fundamental social structure constituting society. In this project, we refrain from conceptual 
discussions in which it is asked whether the concept is realistic or valuable for understanding 
reality. Rather than that, the project seeks answers to the questions how embedding structures 
social reality, how it relates to other social structures, and how and why it is (re-)produced in 
the actions of people. Instead of delving into an investigation how embeddedness should be 
conceptualised, it focuses on why people embed. Not the question what is the relation between 
culture, history and economy is addressed here, but the questions how and why people think-
constitute such a relation.  
 To refrain from a conceptual discussion does not mean that it is impossible or 
undesirable to give a detailed description of what the idea of embeddedness entails within this 
project. However, since this project is an investigation into the historical idea/social structure 
of embeddedness, such a definition cannot be general and final. Embedding is a phenomenon 
in time and space, so that in each unique instance of embedding, a definition must be 
gradually put together out of the parts which are taken from a case-in-time to make it up (as in 
Weber 1992, 47). Any description to be given here is therefore tentative and provisional, 
aimed only at guiding our investigation by indicating what kind of historical phenomena we 
are looking for.   
This project, therefore, does not address such questions as whether embeddedness 
actually exists or not in general, or how it should be defined as a concept. Whereas such 
discussions are concerned with the correct way of theorising pre-given relations between 
economy and history or culture, this project sees any relation between culture and economy as 
varying between cases, being constituted by contingent ideas. After all, culture is not a priori 
relevant to economy, culture is being made relevant to economy in the way people structure 
economic behaviour—they might or might not invoke culture in their actions. The same goes 
for the historical background; we can act ignoring historical legacies, or we can call upon 
them in our actions. Hence, there is no one correct conceptualisation of embeddedness. To 
embed economy in culture and/or history is a contingent social structure, with the way it is or 
is not done varying between contexts. The angle of this research project is therefore to look at 
particular instances of embedding, rather than to delve into to generalised, abstract conceptual 
discussions. If, in any specific case, we find that there is a relation between culture and 
economy, the question is why people connect culture and economy in their actions. Why did 
Prime Minister Tun Abdul Razak let Malay traditions inform economic policy? Why did PM 
Mahathir do so in a rather different way? Why did Philippine technocrats do the opposite? 
Why did neoclassical economists, in their act of writing economics, commonly place culture 
outside the economic? Why do new institutional economists act otherwise?  These are the 
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questions this thesis will take up. It is an investigation into what it means to embed the 
economic in the cultural/historical.   
This means that a survey of the ways in which other authors have defined and 
conceptualized embeddedness might be interesting, but of no explicit relevance to the project 
and the questions with which it is concerned. Other conceptualizations are no more right or 
wrong than the understanding in this thesis; at the very most, there could be a consensual way 
to define embeddedness34, but there is no a priori correct way. Any act of defining 
embeddedness itself is embedded in social context. In the context of this thesis, it is the idea 
that economic actions take place within in a social context and that this context matters with 
which this project is concerned, and which it chooses to denote with the term embeddedness.  
To think that or to act upon this idea first and foremost means to think that and to act 
as if ‘economy’, ‘culture’ and the ‘historical’ are distinctive categories. The structure 
‘embeddedness’ is a kind of social relation between the economic and the social and cultural. 
Such a relation presupposes distinction. Differently stated, the options in principle range from 
a total separation of spheres—disembeddedness—to a complete fusion. Embeddedness, on 
this continuum, takes in an intermediate position; it is the combination of recognition of 
difference and interconnection between spheres. In this respect, embedded are ways of 
knowing-constituting society, such that the economy is something distinguishable but not 
separated from the social, the political, or the cultural35.  
This implies that a particular idea of embeddedness (or dis-embeddedness) is 
constituted by the ideas of the economic, the cultural, and the social as different categories. In 
other words, an investigation into embeddedness is at the same time an investigation into the 
way and degree in which different social spheres are created in thought and action for the 
economic, the cultural, and the social. Therefore, such an inquiry cannot start out from pre-
given definitions of economy, culture, and the social. The idea of embeddedness is constituted 
by the various definitions of economy, culture, and the social given in the field. The 
distinction of culture, institutions and economy is a social rule applied to society rather than a 
clear logical categorisation springing from inherent qualities, and it is this rule that is the 
object of our investigation. If we want to question embeddedness, therefore, we need not to 
impose external definitions on the field, but to take as culture what the field defines as culture; 
to take as history what the field defines as history; and to take as the economic what the field 
defines as economic, and then to question these definitions36. Only then can we come to 
                                                 
34
 Which, in any case, there is not, as Krippner et al (2004) makes clear.  
35
 This description differs from other accounts of embeddedness in the literature, such as Granovetter (1985) or 
Polanyi (1944). This follows from the previous point that the discussion here refers to the fundamental idea of 
the economy as being embedded, rather than any more substantive conceptualization of that idea. For a more 
detailed background of this formulation of the idea, see the argument developed in Chapter 3.   
36
 As John Searle notes in an excellent recent paper, “institutional facts only exist from the point of view of the 
participants” making it necessary to address them “from the first person point of view” (Searle 2005, 22). 
However, this does not preclude reflexive reflection on this structuration—rather than that, it invites it.    
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insights about what defining these spheres in particular ways, thereby constituting 
embeddedness, means37.  
To illustrate these points, consider some instances of definitions of culture or the 
economic. For example, if someone goes to a bank to deposit money into his or her account, 
is that act economic, cultural, or institutional? Any answer to that question—including the one 
that it is all three—is informed by the degree and manner of embeddedness in a society. We 
might consider it a purely cultural act or a purely economic one, which indicates a strong dis-
embeddedness, or an act with both economic and cultural characteristics, which would imply 
embeddedness. It is the way that society classifies this act, (re)producing definitions of the 
cultural, the social, and the economic in the process that constitutes embeddedness. We might 
classify this act ourselves as observers, using pre-given definitions, but that would preclude us 
from investigating the way acts are constituted and structured in and by society.  
For example, definitions of culture set the relation between culture and other aspects 
of society such as the economic. First, such definitions are contingent, as culture has been 
defined differently over time and between disciplines (Markus 1993). Proposals range from 
the comprehensive “that complex whole which includes knowledge, belief, art, morals, law, 
custom, and any other capabilities and habits acquired by man as a member of society” 
(Tylor, 1924, 1), which would clearly also include any possible definition of the economic, to 
the “the basis for individual preferences (goals) and beliefs” (Sun Ki Chai 1997, 45), which 
neatly sets where the cultural ends and the economic begins. An idea about embeddedness is 
implied in any of these definitions. This is even clearer when we add a concept such as 
ethnicity to the discussion. The distinction between ethnicity and culture has been argued to 
lie precisely in the question whether characteristics are attributed to primordial, even racial 
identities (ethnicity) and have implications in the fields of the political and the economic, or 
are considered to be embedded in socially constructed identity (culture) (Wang Gungwu 1988, 
6). In other words, the definitions of culture and ethnicity include a form of embeddedness. 
Thus, embeddedness is constituted by any definition of culture, the economic, the political, 
ethnicity, etc. In the end, the relevant question is not how to define any of these issues as 
distinctive from others, but why and how people construct culture, institutions, ethnicity, 
economy, etc. as separate categories.  
To summarise, this project sees the idea of embeddedness as the knowing/constituting 
of the economic as separate but related to the social-cultural and historical. In other words, it 
is the idea that economic action takes place in a context and that this context matters. This 
idea could be said to be constitutive of institutional economics. The question that the project 
seeks to answer is why people embed, i.e. why and how they (do not) invoke the 
                                                 
37
 As Wuthnow argues, theories of culture “dichotomize human behavior in two realms, one characterized as 
concrete observable behavior or social structure, the other as thoughts, beliefs, and ideas which could be 
understood by attributing them to aspects of the former” (Wuthnow 1984, 19). Rather than following such 
dichotomisation, we should ask why and where these realms are separated and brought together.  
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cultural/historical context in their economic actions. In order to answer that question, it is not 
useful to impose external definitions on the concepts that make up embeddedness; economy, 
culture, history, because defining them is already constituting (dis-)embeddedness. These 
concepts have to be defined by the field. It is from this point of view that the specific research 
questions have been formulated 
C. RESEARCH QUESTIONS 
The idea that economy should be seen as embedded in its institutional and historical-cultural 
context, being at the heart of the institutionalist revival, deserves to be a subject of research 
(Smelser and Swedberg 1994, 18; Williamson 2000). As indicated, the East Asian 
development debate provides an excellent background for such a research project, since it is 
in there that the idea of embeddedness has perhaps been propagated most forcefully. This 
means that, representing the ‘epitome of alleged embeddedness’ as it were, the debate about 
the Asian Model can provide insights and indicate pitfalls that affect theory about 
embeddedness in general. More in particular, in this research project, the development 
experiences of Malaysia and the Philippines in the 1980s and early 1990s stand central. The 
reason for this is twofold. First, both Malaysia and the Philippines during these years went 
through a period of attempted market-conform structural reforms. As has been argued, it is to 
a large extent the success of such reforms that set out the HPAE’s from the bulk of developing 
countries, and that has provided interest in governance, institutions and culture. Secondly, the 
experiences of Malaysia and the Philippines with regard to these reform projects are strongly 
dissimilar. Malaysia is widely perceived to have succeeded, even being a textbook case of 
privatisation and liberalisation. The Philippines, on the other hand, is largely depicted in terms 
of failure. Finally, the Malaysian government, in the form of Dr. Mahathir, has been one of 
the main advocates of the Asian Values thesis. The Philippines, by contrast, is the one 
capitalist country in Asian that the debate mostly has passed by. In so far as culturalist 
explanations have been applied here, it has been to explain developmental failure rather than 
success (see Chapter 7 and 8). For these reasons, case-studies of Malaysia and the Philippines 
are considered to provide valuable insights into the way embeddedness takes form, and what 
its implications are38.  
In short, this dissertation seeks to answer the question how and why embeddedness 
takes form in particular cases, and what its consequences are. These cases include the 
theoretical project of new institutional economics and the episodes of development and 
reform in Malaysia and the Philippines in the 1980s. The main research problem will be to 
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 Although these case-studies provide the background for the discussion, that does not mean that insights 
necessarily are limited to these cases. Rather than that, the research is such that cases form the background 
against which a theoretical argument is being developed, illustrated and inspired by case-studies. The argument 
is never to rest upon the empirical observations in one case only.      
Introducing: Institutions and Culture 
 
 25 
investigate the way economy has (not) been embedded in the cultural-historical context in the 
cases of Malaysia and the Philippines.   
A first step is to investigate the construction of embeddedness in a theoretical project 
that aims to capture diverging development patterns such as those of Malaysia and the 
Philippines from the point of view of embedded, path-dependent development; North’s new 
institutional economics. Subsequently, through an investigation of the way embeddedness has 
been constructed in a case that can be said to present the epitome of embedded development 
(Malaysia), and a case that has been said to present a showcase of embedded 
underdevelopment (the Philippines), it is possible to derive insights about what it implies to 
embed economic development in culture. The research thus contributes to a framework for 
reflection on embeddedness. It also contributes indirectly to the challenge of development 
itself; invalidating certain conceptions of development, pointing out potential dangers and 
fallacies of development theory, and constructing a more elaborate theory of the problem of 
embeddedness in development constitutes a small step towards improved economic policies 
and living conditions. However, this project will explicitly refrain from taking the step to 
specific policy advice. In the current economic debate, recipes for development abound; 
reflection is what we are in true need of. Such reflection is what this book aims to provide.  
The structure of the book is as follows. First, Chapter 2 discusses New Institutional 
Economics—mainly the version of Douglass North and Oliver Williamson—as a case of a 
project of embedding economics. On basis of a critical discussion of this project, Chapter 3 
presses on to sketch the outlining of a theory of embeddedness and institutionalism, thereby 
drawing on the works of Giddens, Haugaard and Foucault. In the 4th chapter, the theoretical 
arguments are extrapolated into a methodological debate. The ensuing methodological 
discussion provides both an account of principles applied in the research project, as a kind of 
interpretive guide for the resulting book. Chapters 5 and 6 address the case of economic 
reforms and development in Malaysia in the 1980s and early 1990s. In these chapters, the 
debate about these developments is analysed in order to come to an understanding how 
embeddedness has taken form in the Malaysian economy and what its consequences were. 
Chapter 7 and 8 will do the same thing for the economic reforms and developments in the 
Philippines throughout the period. In both these case-studies, a chapter discussing the debate 
itself is followed by a chapter in which texts about the particular reforms are placed inside the 
broader debate about economy and development of the country under study. Thus, the form 
embeddedness takes and the logic behind it can be established. Chapter 9 will provide the 
conclusions of this investigation into the nature of embeddedness, and discusses some of the 
implications of the findings as well as directions for future research.  
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2  Economics Goes to Bed 
New Institutional Theory about Institutional Change 
 
Introduction 
With regard to theory, the idea of the economy as being embedded in its cultural and 
historical context is probably nowhere more profound than in new institutional economics. 
Within the literature of new institutional economics, moreover, it is the name of Douglass 
North, and to a slightly lesser extent, those of Oliver Williamson and Ronald Coase that keeps 
on cropping up. For that reason, it is only natural to start out an investigation of the idea of 
embeddedness from a discussion of the theorising of these authors.  
This is not meaning to say that discussing North’s ideas gives on a full account of the 
entire range of thoughts and ideas that have become known as NIE. As a matter of fact, it has 
been noted that NIE still stands out as a rather loose, but rapidly expanding collection of ideas 
and propositions (Acheson 1994, 6), so that any attempt to cover the whole range of literature 
counting as NIE is likely to be doomed to fail. Such a comprehensive view would only result 
in a highly general caricature of NIE that would do no individual author right. However, here, 
I am not concerned with providing an extensive overview of the literature. Rather than that, 
the aim of this chapter is to discuss one prominent instance of embedding in the economic 
literature, in order to derive insights about what it means to embed. From that perspective, the 
focus of this chapter on a few outstanding authors provides an excellent case.   
A second reason, apart from his prominence, to concentrate on North for discussion is 
the fact that he, being an economic historian, focuses relatively strongly on issues of 
development and change. As the introductory chapter has revealed, the idea of embeddedness 
is especially problematic in the context of the question of institutional change. Embeddedness 
precludes reform, in the way that the Washington consensus prefers it. If the economy and the 
policies influencing it are embedded in an institutional context, a change of economy is 
impossible without addressing the institutions as well. However, if institutions are embedded 
in a static cultural context, this means that bringing about change is very difficult. In addition, 
changing institutions is to a large extent opposed to the function attributed to them by the new 
institutional economists; providing stability and predictability conflicts with adaptability39. In 
other words, embeddedness would render institutional reform problematic. Since awareness 
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 Differently stated, “for institutions to reduce complexity their stability is a necessary prerequisite. At the same 
time, however, institutional change is necessary for the successful adaptation of an economic system to changes 
in the economic environment” (Streit et al 2000, 2) 
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of this side to embeddedness has in part motivated this investigation, theories exhibiting 
embeddedness that deal with change and development are more relevant to our discussion.  
A first step in our investigation of embeddedness is therefore to discuss the theories 
about institutional change that have been developed in NIE, and the way in which the idea of 
embeddedness has been developed. We will investigate the theoretical basis for the NIE’s 
understanding of institutions and institutional development, and assess whether there are 
problems in the way it embeds economics. In this, we follow a reflective approach aimed at 
thinking through the consequences of the adaptations NIE has made to the neoclassical model. 
Overall, it will be held that NIE tends to view key institutions such as markets, history and 
economic rationality as pre-given, precluding a constitutive view of institutions and human 
behaviour40.  
First, section 1 discusses the core ideas of the new institutional argument. After that, 
we can turn to the ideas about institutional change in section 2. The chapter concludes with an 
assessment of the merits and problems of the theoretical argument. In the next chapter, the 
problems exposed here will be addressed, in order to develop a more elaborate understanding 
of embeddedness and institutional change.  
2.1. Institutions, Markets and Transaction Cost  
A. THE PREMISES OF TRANSACTION COSTS THEORY 
Transaction costs spring from a lack of information and of certainty (Coase 1937, 390-2). 
Institutions reduce uncertainty by providing a structure to everyday life (North 1990, 3). 
Hence, when it is costly to transact, institutions matter (Coase 1937; Williamson 1971). This 
chain of ideas arguably captures the essence of new institutional economics. The first idea, 
that transaction costs have their basis in lack of information, means that the argument rests on 
an absence of perfect information, an absence of certainty, and hence, and absence of 
individual rational behaviour. Since almost all observations of actual human or firm behaviour 
confirm the absence of these, abandoning them seems a perfectly defendable starting point 
indeed. Moreover, less restrictive and more realistic assumptions might render economics able 
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 In this respect, it is relevant to note that where an appearance of caricaturisation is a perhaps unfortunate but 
unavoidable consequence of our selective discussion of new institutional authors in this chapter, such 
caricaturisation is entirely genuine and intentional when it comes to the way neoclassical economics will be 
presented in this project. Neoclassical economics enters here as a consistent framework, built around fully 
informed individuals making rational choices under scarcity. This delineation is subject to debate, as some 
authors classify many more recent developments, loosening these assumptions, still under the heading 
‘neoclassical’ (e.g. Conlisk 1996; Sent 1998). Here, however, we are concerned with the route that led to new 
institutionalism. At which point on this route theory exactly stops being neoclassical is to this purpose not very 
relevant. It is for reasons of exposition that neoclassicism is defined in the above way. It is helpful because the 
argument made here is that, even if neoclassicism is interpreted in such a mid-twentieth century caricaturesque 
manner and the differences with the new institutional project are thus as inflated as possibly can be, new 
institutionalism can still be argued to mainly reproduce the theoretical core of neoclassicism. A less restrictive 




to bridge the still considerable gap with other social sciences, which could perhaps ultimately 
lead to a reunification of the social sciences. The second idea of new institutionalism is a 
further step towards such an undertaking; it is a way to bring together methodological 
individualism and structuralism, perhaps the deepest divide in the whole of social science 
(Acheson 1994, 4). New institutional economics provides a theory in which social structures 
and individual choice both are addressed by asserting that individuals act and make decisions 
individually, but doing so, “institutions define and limit the set of choices of individuals” 
(North 1990, 4). However, choices and actions of individuals have an impact on institutions, 
which are basically social constructions after all. The third idea—where there are transaction 
costs, institutions matter—addresses this impact of individual actions on institutions. It should 
be interpreted in a functionalistic sense; institutions are created as an answer to transaction 
costs, or differently stated, “institutions are a substitute for accurate information” (Acheson 
1994, 9). A similar formulation can be found back in Williamson (1985, 32) who argues that 
“economizing on transaction costs essentially reduces to economizing on bounded 
rationality”, which according to the second idea can be done through the creation of 
institutions. Coase (1937) basically makes the same point, in his explanation of the existence 
of firms. According to Coase, a theory of the firm must address the question why in many 
cases vertical integration rather than the price mechanism is used to organise production. 
After all, the price mechanism is shown to be a very efficient method of economic 
organisation, so why supersede it? The answer Coase gives is that “there is a cost of using the 
price mechanism” (Coase 1937, 390). Because of this cost, rational entrepreneurs choose to 
forgo the potential efficiency gains of the market when these gains are outweighed by the 
costs of using the price mechanism. The institution of organisation through hierarchy is thus 
an answer to transaction costs41. It should be immediately clear that this is a quite problematic 
step in the new institutional argument. As Coase’s and Williamson’s versions of NIE amount 
to the idea that institutions are a rational reaction to uncertainty and lack of information, they 
seem to simultaneously assume rationality and lack of rationality. The problem is that 
“rational individuals, confronted with limitations of individually rational behaviour, create 
institutions that, by creating new incentives or by imposing new constraints, enable them to 
transcend these limitations.  Institutions are demanded—and supplied—by rational agents 
who engineer solutions to social dilemmas” (Bates 1995, 35). In other words, lack of 
rationality gives institutions their function; rational agents are required to turn this function 
into an explanation for existence.  
However, this apparent inconsistency is only present when one interprets models of 
rationality as models resting on the assumption of rational profit maximisation as a 
motivation. What is ultimately needed to maintain the argument put forth by Coase and 
Williamson, however, is not so much a conscious choice of individuals to do what is rational, 
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 Although Coase does not use the term transaction costs yet.  
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but rational behaviour itself, regardless of why and how it comes about. Having 
acknowledged this, the claim that models of rational behaviour are perfectly consistent with 
absence of perfect information and maximisation of returns as a motivation has a long history 
in economics. The basic argument for this claim is the idea of natural selection, which can be 
traced back to Alchian (1950).    
B. EVOLUTIONISM: A THEORY OF IRRATIONAL DECISION-MAKING AND RATIONAL BEHAVIOUR 
Ever since neoclassical economics came to existence with its restrictive assumptions about the 
knowledge and behaviour of individuals and firms, critics have pointed at the lack of realism 
of these assumptions. As such critics argue, individuals do not act completely rational, 
maximising utility, nor do firms exhibit profit-maximising behaviour, if only for the reason 
that they do not have sufficient information to do so. In reaction, economists have pointed out 
that the neoclassical model may not accurately describe the behaviour of every single agent, 
but that it does fit the representative firm and representative consumer, abstract concepts 
indicating aggregates. Interestingly enough, with evidence of behaviourist studies against the 
assumptions of profit and utility maximisation mounting and theoretical attacks on 
neoclassical assumptions gaining in strength (most notably Tinter 1941a; Tinter 1941b), 
neoclassical economics managed to shift the debate away from the question whether its 
assumptions were correct to the question whether the correctness of assumptions was relevant. 
This thrust has mainly been delivered in two influential articles, one by Alchian (1950) and 
one by Friedman (1953).  
The main point of Alchian (1950) is that lack of sufficient information or even of the 
motivation to maximise profits does not mean that the neoclassical model, which is based 
upon those two assumptions, is not valid. His argument rests on a biological analogy, in 
which he confronts the economy as an evolutionary system. Alchian argues that in a process 
of selection by competitive forces, only firms with positive profits will remain. Although at 
first firms may behave in all possible ways, competition will force any firm that does not 
succeed in making positive profits out of business, so that in the longer run the neoclassical 
model holds42. Hence, there is no need to assume profit maximisation as a motivation for the 
economic model to hold; simple, random behaviour will do, because there are selection 
                                                 
42
 Or actually, Alchian only points at the necessity of positive profits, not maximum profits as the neoclassical 
model demands. In this point, Alchian’s argument differs from Friedman (1953). However, it might be noted that 
the difference between positive profits and maximum profits in a context of opportunity costs is rather unclear. 
The distinction only makes sense if one assumes comparisons being made only between investing and not 
investing and not between different investments; a firm making positive profits from such a limited perspective 
may still be making losses from a more encompassing, opportunity costs perspective. This points out that the 
criteria on basis of which selection takes place are less obvious and objective than Alchian makes them seem, a 
problem to which we will return later. For now, only note that the requirement of positive profits (unlike profit 
maximisation) would be more likely to result in a risk-aversive low or zero-profit set of firms than in a set of 
firms acting as if they seek profits. Selection on basis of positive profits alone would lead to a situation in which 
no stock markets and only bonds will exist, for example. This is not what is observed, which also points out that 
selection based upon ‘natural laws’ of competition is less obvious than Alchian makes it seem. 
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mechanisms outside the motivations of actors that make sure only those actors acting in a 
certain way will remain. In addition to this, Alchian goes on to argue that while simple 
random behaviour would already be sufficient, adding the possibility of adaptive behaviour 
even strengthens the case for the foundations of neoclassical theory further. In this case one 
still does not need to have perfect foresight or information; adaptive mechanisms like trial and 
error or imitation would make sure that optimal behaviour characterises the representative 
firm. The conclusion is that we do not need to assume actual profit-seeking motivations for 
the neoclassical model built around the assumption of profit-seeking motivations to hold.  
The arguments put forth by Alchian have been developed further by Friedman (1953), 
who shifts the focus more to the methodological message. Basically, Friedman argues that a 
debate about realism of assumptions is misguided. According to him, a test concerning the 
realism of supposed assumptions underlying a hypothesis says nothing about the validity of 
that hypothesis itself. On the contrary, a truly important and significant hypothesis is one that 
is able to explain “much by little, that is, if it abstracts the common and crucial elements from 
the mass of complex and detailed circumstances surrounding the phenomena to be explained 
and permits valid predictions on basis of them alone” (Friedman 1953, 14). When applied to 
rationality, this means that Friedman maintains that showing that the assumption of rational 
behaviour is not valid does nothing to disqualify the insights of neoclassical theory. Rather 
than that, it is exactly this simplicity, abstract nature and lack of realism of these assumptions 
that render neoclassical theory significant and important. While Friedman focuses explicitly 
on this methodological point, it might be noted that in essence it underlies Alchian’s argument 
as well, though somewhat implicitly. Alchian’s article can be taken to argue that the point is 
not whether the assumption of profit-maximisation as a motivation is correct, but whether a 
theory built around that assumption delivers valid predictions. The question to be asked, 
therefore, is not one of realism but of instrumentality43. The assumption of maximising 
behaviour does lead to valid predictions, as both Alchian and Friedman maintain, and 
therefore the debate about the validity of neoclassical assumptions and a proposed retreat into 
behaviouralism is simply irrelevant. This line of reasoning, putting the instrumentality instead 
of the realism central has come to be known as the “as-if” argument; agents may not really act 
according to the assumptions, but they do act as if they follow the model (Winter 1971). 
The argument Friedman gives for claiming that neoclassical assumptions do deliver 
valid hypotheses is very similar to Alchian as well. He states that “confidence in the 
maximization-of-returns hypothesis is justified by” the fact that “unless the behavior of 
businessmen in some way or other approximated behavior consistent with the maximization 
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 This is the reading of Friedman (1953) that has become common under economists (e.g. Blaug 1986, 265; 
Helm 1984, 122) although it has been challenged by Daniel Hammond (e.g. 1988), arguing that Friedman is not 
simply an instrumentalist. However, in this charge, Daniel Hammond bases himself on the methodological focus 
revealed throughout Friedman’s work, deriving a consistent position from that, rather than being concerned with 
the text of Friedman (1953).  
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of returns, it seems unlikely that they would remain in business for long”, even if the 
immediate determinant of business behaviour is random chance (Friedman 1953, 22). Note 
that Friedman goes beyond positive profits (Alchian’s point), and claims that natural selection 
will lead to ‘as-if’ profit maximisation; since Friedman is very short about the natural 
selection-point, it remains unclear what warrants this last step. Perhaps even more striking, 
however, is the fact that, whereas Friedman has argued that assumptions need not be realistic 
as long as predictions are correct, he does not put neoclassical theory to this test. Rather than 
that, he tries one of the assumptions underlying it, turning it into a hypothesis itself. 
According to the argument, the assumption of maximisation of returns, on which neoclassical 
insights rest, can be logically derived from the twin assumptions of maximisation as a 
motivation and perfect information, but can be maintained even when these assumptions are 
not satisfied. This goes to show that the theoretical construction of neoclassical economics is 
in fact a whole hierarchy of assumptions founded on other assumptions, so that the distinction 
between hypotheses, that need to be tested, and assumptions, that need not, might be 
analytically sound but in practice blurred. This problem manifests itself very clearly when 
Friedman ‘proves’ the hypothesis of maximisation of returns not by empirical tests, but by a 
model of natural selection, which arrives at the same predictions44. This is clearly inconsistent 
with the ‘as-if’ argument; if we cannot dismiss a hypothesis on basis of flaws in the 
theoretical model underlying it, we certainly cannot prove an argument with a theoretical 
model either45. What Friedman essentially does here is to replace the assumptions of 
maximising-motivation and perfect information with the assumption of natural selection, 
because this assumption leads to the same predictions about market behaviour, but without 
making predictions about the actual behaviour of firms that are at odds with known facts. If 
anything, this is an argument against the assumptions of profit-maximisation46. 
Yet, perhaps as a result of this flaw in Friedman’s argument, the debate as it ensued 
focused not so much on the question whether maximisation of returns is a valid hypothesis in 
itself, warranting either the perfect information cum maximising motivation assumption or the 
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 This presentation of affairs does not do right to Friedman’s original point completely. In fact, Friedman does 
argue, in addition to the natural selection argument, that “an even more important body of evidence for the 
maximisation-of-returns hypothesis is experience from countless applications of the hypothesis to specific 
problems and the repeated failure of its implications to be contradicted” (Friedman 1953, 22). Passing by this 
argument may be acceptable for three reasons. First, no evidence is cited whatsoever. Secondly, as a corollary to 
the ‘as-if’ argument, a hypothesis cannot be proven by testing its implications, since in that case it functions as 
an assumption rather than a hypothesis itself, and assumptions need not be realistic for a hypothesis to hold. 
Finally, it is the natural selection argument that has come to attract the most attention in subsequent debate, and 
the discussion of which is most relevant for the subject at hand here.  
45
 Taken strictly, the as-if argument amounts to an argument for the total irrelevance of theory; the only thing 
that matters is whether individual predictions are correct, but since this says nothing about the validity of the 
underlying theory, theory has at best heuristic value.  
46
 Which has been more or less acknowledged by Stephen Enke, building upon Alchian’s argument. Enke argues 
that the economist can use marginal analysis, because predictions will be the same as under viability analysis, 
but that “the language of the former method seems pedagogically and scientifically inferior because it attributes 
a quite unreasonable degree of omniscience and prescience to entrepreneurs” (Enke, 1951, 573). Friedman seems 
to have accepted the first part of the idea, but ignored the second.  
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natural selection model as valid ‘as-if’ models, but on the strength of the natural selection 
argument itself. The point seems to be that if we replace neoclassical theory based upon the 
maximisation assumption with a theory based upon natural selection argument (leading to 
partly identical predictions), it is necessary to develop this theory further. However, there are 
problems with the evolutionary argument as presented by Alchian, and especially Friedman. 
The most important attack in this respect has come from Sidney Winter (Winter 1964; Winter 
1971). Among several relatively minor objections, Winter’s main critique is that the 
evolutionist argument as put forth by Alchian or Friedman misses a heritable element. The 
point is analogous to the biological distinction between genotype and phenotype, the former 
indicating the genetic constitution of a specimen and the latter the characteristics of the 
specimen (Hodgson 1999, 179-80). Economic selection takes place on basis of manifest 
behaviour, which corresponds to the phenotype. However, without this behaviour being pre-
structured in some sense (the way a phenotype is partly determined by its genetic 
constitution), selection cannot work in favour of some characteristics over others. If behaviour 
is randomly determined, there is no reason to assume that behaviour of an agent that has been 
selected on basis of performance will continue to be the same in the next period. Hence, 
behaviour must be grounded in something more persistent than mere chance; a genotype, so to 
speak47. Because such an element is lacking, the natural selection argument of Alchian and 
Friedman is flawed, and therefore, there is a need to go back to behaviouralism as a source for 
insights in human decisions and actions. “Interestingly enough”, Winter then finds, “the 
results of direct observation of firm decision behavior seem to suggest precisely the sorts of 
empirical propositions that are needed in the (appropriately qualified) natural selection 
argument” (Winter 1971, 245). Citing evidence originating from Earley (1956) and Cyert et 
al. (1963), Winter claims that firms follow fairly simple rules and routines in their actions, 
which are only adapted according to the satisficing principle; unless they lead to important 
losses, they are not adapted. They do so because taking decision on basis of maximisation of 
returns would involve too complex procedures, dependent on information (about the future for 
instance) firms simply do not have. Through Winter (1964), Winter (1971) and especially 
Nelson and Winter (1982), the argument of natural selection has shifted from behaviour itself 
to the evolution of rules of behaviour48. Other authors have ex- or implicitly taken a similar 
stance (for example, Hayek 1967). 
                                                 
47
 The fact that Alchian overlooks this point might stem from the peculiar way in which he defines randomness. 
Random behaviour is interpreted by Alchian as a random set of firms each behaving in a specific, fixed given 
way. As a consequence, any firm that will have survived because it has had luck at one point in time will 
continue to act in the same way after selection. Hence, in the longer run only profitable firms will exist, 
warranting the assumptions underlying neoclassical economics. It should be noted that it is because of this 
peculiar definition of random behaviour, creating a one-to-one relation between phenotype and genotype, that 
natural selection can take place.  
48
 Several other, in some cases related arguments are presented by Winter, such as the problem of frequency 
dependence (the problem that selection alters the environment so that previously successful behaviour may stop 
being successful), the problem of new entrants disturbing selection, or the problem that the argument would only 
work under constant returns to scale. The first argument is valid, but unless one goes as far as to argue that, 
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The shift has some interesting implications for economic theory. For one thing, it 
supports the new institutionalists’ emphasis on the analysis of institutions and institutional 
development, rather than the behaviour of individuals in isolation. Secondly, it means that if 
we want to hold on to functionalist explanations of institutions (such as transaction costs 
theory), the as-if argument has to be rewritten so as that there is a tendency for institutions to 
evolve towards efficiency, meaning that, eventually, behaviour emerges that can be described 
as if it were based upon rational decisions under perfect information.  
In that case, any argument for using the rational, perfectly informed model has come 
to rest upon lack of information and absence of rational decisions. As-if rationality emerges 
because of evolution of behavioural rules, which have no basis in a context of perfect 
information; a genuinely rational firm would not behave according to rules of thumb. In other 
words, as-if rationality is rooted in lack of rationality. The apparent inconsistency in 
transaction cost theory is thus resolved by assuming evolutionism. However, this means that 
also in the cases in which no reference is made to evolutionist arguments whatsoever, such as 
Coase (1937) and Williamson (1971) it is or should be implicitly assumed. Without it, 
transaction costs fail to explain institutions.  
C. INSTITUTIONS AND THE MARKET 
NIE’s Case for Latent Markets 
One of the main premises of transaction costs theory is that institutions matter where there are 
transaction costs. The main thrust of Coase and Williamson’s argument is that institutions are 
more or less efficient answers to transaction costs, improving allocation. Implicit in the idea is 
that transaction costs are opposed to the market mechanism; without them, markets would 
function perfectly, as in neoclassical theory. Similarly, the idea of bounded rationality implies 
that costs and constraints involved in obtaining information are all that is in the way of 
rationality and neoclassical choice theory.  North maintains that “if institutions play a purely 
passive role so that they do not constrain the choices of the actors and the actors are in 
possession of the information necessary to make correct choices”, the neoclassical idea of 
                                                                                                                                                        
whereas firm behaviour exhibits evolutionary structures, environments are completely randomly determined 
(which is a contradiction, since firms are part of this environment) it does not invalidate the natural selection 
argument. Natural selection, following the argument, will lead to behaviour that is maximising given the 
structural context. It is only when context is not structural that the argument runs into the ground. The second 
problem, of new entrants, like the one about the lack of genotypes, has a biological analogy. In biological 
evolution not in all cases those species are selected that are optimally adapted to their environment. After all, 
natural selection does not so much favour longevity as procreativity. Often, simply those species which procreate 
or immigrate more rapidly will survive. They might not live long, but because of a constant high number of new 
entrants they survive as a species and may even oust other species, in principle better adapted to survive in their 
environment. Thus, natural selection does not automatically lead to maximising behaviour, if one takes entry of 
new firms into account. However, unless one can provide reasons for believing that there will be a structurally 
higher incidence of non-maximising firms entering, the problem of new entrants does not invalidate the basic 




instrumental rationality is correct. However, “because information is costly and 
asymmetrically held by the parties to exchange and also because any way that the actors 
develop institutions to structure human interaction results in some degree of imperfection of 
the markets”, transactions costs arise, rendering the neoclassical framework invalid (North 
1990, 108). The relation between institutions and transaction costs in North’s theory is thus 
slightly different than in strict transaction costs theory (if there is such a thing). According to 
North, institutions arise where individuals are coping with information shortages and 
uncertainty, and these institutions result in transaction costs and imperfect markets. 
Additionally, information shortages result in transaction costs and imperfect markets directly. 
The difference with strict transaction costs theory is that in North’s work—as in Simon’s—
institutions derive their raison d’être not so much from their being an answer to transaction 
costs, but from problems of information. This merits a more detailed investigation into the 
ways individuals process information and how they construct mental models on basis of that, 
which explains North’s shift in the direction of cognitive sciences in the 1990’s.49. They do 
have a function, though; institutions have an impact on transaction costs, inducing them to a 
higher or lesser degree.  
North returns to what Hayek (Hayek 1980, 7) interprets as the original problem with 
which Adam Smith was concerned: how can positive societal outcomes emerge from a 
situation in which anyone pursues only their own interest? He concludes from this that 
cooperation is the main theoretical problem of institutional economics (North 1990, Chapter 
2). Following Smith, North maintains that socially optimal outcomes will emerge as a 
consequence of market transactions. Transactions themselves are a form of cooperation, 
positioning the problem of cooperation at the forefront of economic theory.  
At the heart of this problem lies the fact that, in North’s reading of game theory, 
cooperation usually occurs only when games are repeated, we have a lot of information about 
the other party, small numbers characterise the group, or when we are forced to cooperate 
(North 1990, 12; 15-16)50. These conditions are almost the opposite of the voluntary, 
impersonal exchange which characterises modern market economies, however. Therefore, one 
would expect market economies to be lacking in cooperation, and transactions to be very 
difficult to bring about (ibid, 12). The fact that market societies like the modern Western 
world do continue to exist, and are relatively efficient for that matter, is therefore at odds with 
theory which would predict free-rider and prisoner dilemma problems to prevail in such a 
                                                 
49
 Here North already moves some steps further away from neoclassical theory than transaction costs theorists. 
The problem of existence of institutions is only a problem when one confronts the issue from the point of view 
of neoclassical economics, in the same way that one is more likely to develop elaborate explanations for the 
existence of trees when one has a theory about the universe according to which trees cannot exist. To North, the 
cognitive assumptions of neoclassical theory are invalid, and he seeks to replace them with a theory in which 
institutions are grounded in the way people know and process information.  
50
 It should be noted that there has been a focus on bounded rationality within game theory as well, as can be 
derived from the surveys of Sent (1998) and Conlisk (1996). However, as indicated, we are concerned here 
mainly with the way North draws on game theory, rather than to provide a comprehensive account of it here.   
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context (Olson 1965). In other words, from the perspective of game theory we need an 
explanation as to why markets do not implode under pressure of transaction costs they bring 
about. North’s original question, why contemporary Western market economies have grown 
so much more affluent than other societies, thus can be specified further into how market 
economies succeed in suppressing transaction costs to such a degree that voluntary, 
impersonal exchange remains possible.  
In answer to that problem, game theory has sought to specify conditions under which 
cooperation among rational individuals is still likely to occur. In this project, it assumes 
perfect foresight and rationality among the actors, as well as costless transactions. North, 
however, argues that the answer should be sought elsewhere. Since the conditions of perfect 
foresight and costless transactions do not apply in real life, according to North, the problem of 
cooperation needs to be addressed differently, by putting transaction costs, uncertainty, and 
institutions central51. The answer to the question why markets can exist then must be because 
the market is not all there is to market societies. Markets—as we know them—are not what 
they might seem to be, i.e. institution-less environments in which individuals interact freely. 
Rather than that, markets come about thanks to all kinds of institutions, which keep 
transaction costs in check and thereby prevent markets form collapsing. It is this set of 
institutions that renders markets viable in the first place. Neoclassical theory has been 
developed in the context of highly developed Western markets “characterized by the 
exceptional condition of low or negligible transaction costs”, is then far less applicable in 
contexts where these institutions do not prevail (North 1990, 108). In such environments, the 
premium of transaction costs “has largely foreclosed complex exchange” (ibid. 33), which 
prevents impersonal exchange from materialising.  
In other words, ‘the market’, in North, has something of a dual meaning. On the one 
hand, there is a rather formal understanding of the market as something like voluntary, 
impersonal exchange. These formal markets are always latently existent, but are hampered by 
transaction costs and institutions. Implicit in this idea is that if one would remove all 
obstructions, transaction costs and information barriers with which individuals are confronted, 
the latent market would automatically become manifest52. In order to remove or at least 
reduce transaction costs to a reasonable degree, a specific institutional framework is needed 
which corresponds with the substantive understanding of the market; markets as “the 
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 It is immediately clear what the problem of the above described argument is. Since transactions themselves are 
a form of cooperation, they constitute a theoretical problem, according to North. After all, game theory argues 
that cooperation is unlikely in the context of voluntary, impersonal exchange. But this ‘game’ of voluntary, 
impersonal exchange itself is already a form of cooperation; that was precisely the point of the problem. Game 
theory is not unhelpful in explaining cooperation because of the fact that it assumes rationality and perfect 
information, as North seems to think. Game theory is unhelpful for a far more fundamental reason, namely that it 
assumes a game where the existence of games is precisely what needs to be explained.  
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 This idea is in line with neoclassical economics, which also often seems to interpret the free market simply as 
a situation naturally coming about when removing government intervention and other such distortions.   
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transaction sector” (North 1990, 12) as it has developed especially in developed economies53.  
All in all, North’s theory then fits neatly within the new institutional economic body of theory 
in maintaining that transaction costs are opposed to markets. The core idea in North’s theory 
and other versions of transaction costs economics is the same; transaction costs and 
information costs are preventing full rationality and competitive markets from materialising. 
Removing them, which is possible through the creation of certain institutions will unleash the 
latent market and make it more manifest; when it is costless to transact, the efficient 
competitive solution of neoclassical economics obtains (Coase 1960).  
The idea that transaction costs are opposed to the market is thus central to new 
institutional economics, regardless of whether one follows Williamson, Coase, or North’s 
version. However, it is worthwhile to reflect upon this idea, especially since it is so clearly 
related to the way economic theory has developed. After all, instead of analysing social 
behaviour and the problems of agency, structure and knowledge in their own right, new 
institutional economics explicitly confronts them with the neoclassical premises of rationality 
and markets as benchmarks. Knowledge is a problem because people do not seem act 
rationally, so that the model is adapted by making rationality bounded. Institutions are a 
problem because they do not fit the neoclassical model either, so that the model is adapted by 
adding transaction costs. Markets and rational behaviour, meanwhile, maintain their status as 
a kind of (latent) natural form of economic organisation. The neoclassical model remains the 
norm, while reality is analysed in terms of deviations from this norm; the term ‘imperfect 
markets’ is exemplary.   
The Nature of Markets? Transaction Costs Theory Reversed 
An important question when discussing new institutional economics is whether it is justified 
in claiming that markets should be considered as being somehow natural, if only latently—
rationality and the tendency to voluntary exchange being inborn qualities of the individual—
instead of as socially constructed. To address this issue, it serves to stop and question what is 
exactly understood by the market. North’s casual definition of the market as “the transaction 
sector” (North 1990, 12) does not really help us any further, in this respect. More in general, 
we can observe a remarkable lack of attention to the definition of what a market is in 
economics (Krippner et al 2004, 110-113). Most of the time, ideas of what a market 
constitutes are implicit. We have already argued that a distinction is being made in 
institutional economics between substantive markets, the institutional environment that makes 
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 This ‘reconstruction’ of North’s theory is probably somewhat biased, since North (1990) himself does not 
follow such a consistent course. For example, institutions can be lowering transaction costs, but can also raise 
them in case of inefficient ones. North explains the existence of such inefficient, transaction costs-raising 
institutions by tracing down their emergence to imperfect political markets. The interpretation I put forward here, 
however, implies that a concept like imperfect markets has no meaning because of the impossibility of 
something like a perfect market. Latent, pure markets stand for inefficient anarchy, and manifest, efficient 
markets are necessarily heavily regulated. This is all the more obvious when one turns to ‘political markets’. If 
these would not be ‘imperfect’, they would not be political.  
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transactions possible, and formal markets, which can be defined as voluntary, impersonal 
exchange. In North’s work, the former is important in reducing transaction costs, effectuating 
the latter to a greater extent. Even in highly developed market economies, however, 
impersonal exchange has limits. So an important contribution of North’s work is the insight 
that markets are never there or not there, but are always functioning up to a degree.  Pure 
markets are always latent to some extent, for the institutions that reduce transaction costs 
cannot eliminate them, bringing about distortions of their own. Hence, as a result of these 
ubiquitous transaction costs, cooperation will always remain a problem, standing in the way 
of further effectuation of the market.  
However, it should be noted that the essence of markets is not just cooperation, but a 
specific combination of cooperation and lack of it (Engel 2003). The problem to be explained 
is therefore not only that of cooperation, as North wants it, but also of non-cooperation; 
simply assuming one of them is not helpful in understanding markets. If we take the market to 
be voluntary, impersonal exchange, the part ‘voluntary exchange’ indeed implies cooperation. 
However, the term ‘impersonal’ indicates a vast multitude of suppliers/buyers with which to 
enter contractual agreements, who act independently of each other. In other words, 
‘impersonal’ implies competition or non-cooperation. Thus, efficient markets rest on a general 
acceptance of institutions like property rights, but they are also based upon competition, 
which actually means absence of cooperation between various buyers and various sellers. To 
a very large extent, efficient markets can then be defined as prisoner dilemmas. In both cases, 
there is a game governed by given institutional conditions (generally accepted conventions, 
such as property rights) that create such a context that parties are unlikely to cooperate beyond 
these conditions. For example, ‘limiting the market’ by uniting as producers in order to create 
a cartel would be beneficial for producers, but this is unlikely to occur because of transaction 
costs involved in establishing such cooperation. In other words, perfectly competitive markets 
rest on the existence of transaction costs. Also, perfectly competitive (i.e. completely 
impersonal) markets will have producers behave as price-takers, i.e. whatever they produce 
has no influence on the price of the good involved. It is easy to see that such behaviour can 
never be rational, unless in the only mathematically relevant situation of an infinite number of 
suppliers. In all other situations, it would pay off to take the effect of individual production on 
prices into account when making production decisions, unless the benefits gained by doing so 
do not outweigh the costs involved in establishing the effect. In the real world—and not in the 
mathematical case of infinite suppliers—it is this last phenomenon that creates price-taking 
behaviour. Thus, perfectly competitive markets actually rest on the existence of transaction 
and information costs.  
Against this, North would argue that whereas price-making markets may be 
constituted by transaction costs, in fact, any form of voluntary contractual exchange involves 
a market (North 1981, 42). However, it should be realised that even such fundamental market 
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transactions are based on the existence of property rights. Property rights are a guarantee that 
certain goods cannot be used freely by persons not holding the property right to these goods. 
In other words, they make certain types of transactions, i.e. transfers of allocations of control, 
impossible. The transaction of me taking your car, for example, is rendered untenable by 
property rights, or at least becomes highly costly. Property rights can thus be seen as 
prohibitive transaction costs. Yet, they also make transactions possible. The reason for this is 
not that, in absence of property rights, transactions are hampered by transaction costs. The 
reason is rather that a market transaction is a transfer of property rights and property rights are 
therefore ontologically constitutive of market transactions54. 
If we want to develop a meaningful institutional theory, we need to focus on such 
constitutive effects of social structures. More in general, institutions, establishing what can 
and what cannot be done, can perhaps be interpreted as systems of transaction costs; a rule or 
convention is nothing else than making certain actions and changes of allocations more costly 
up to the point of ruling them out completely. But these transaction costs need not be seen 
purely as constraints. When structuring behaviour, institutions/transaction costs do not so 
much reduce the market, but create it. Institutions and transaction costs are not only 
limitations for transactions. They create possibilities for transactions that were not there 
before, latently nor manifestly (Hodgson 2004, 2; Searle 2005). The very concept of 
transaction loses all meaning in absence of property rights; without privileged control over a 
good, such privileged control cannot be transferred. Limitations to actions, absence of 
cooperation, or transaction costs—whichever term one prefers—are constitutive of markets, 
rather than opposed to them.  
This has important implications. The above means that there is no such thing as a 
latently present market, limited by transaction costs. Transaction costs are the building blocks 
of institutional structures such as markets or hierarchy, making economic interaction possible. 
They are not so in the sense of North, where markets are waiting to be unleashed by 
transaction cost reducing institutions. They are so because rules and limitations create 
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 This point seems often to be missed, as exchange is usually deemed to be about goods. However, it should be 
realised that what is exchanged in a market, just like what is preferred in an individual’s utility function, is not 
the object itself. It is an action with respect to this object, such as owning it or consuming it. A good does not 
even have to leave its place in order to be exchanged, since what is exchanged is actually property rights (‘pieces 
of paper’, a point also raised by de Soto 2000, chapter 3). Preferences and certainly exchanges therefore do not 
mean anything in absence of property rights; there is nothing to exchange without them. Institutions are thus 
constitutive of markets and preferences.  
Note, moreover, that since preferences and transactions refer to actions—such as owning or consuming—it 
follows that the ability to act is always preferred in the act of preferring a particular good. One always prefers 
being an agent. Formally, this invalidates the neoclassical assumption of non-satiation, since if wants are infinite 
and the preference for each thing contains the preference to be an agent, it follows that the utility derived from 
being an agent must be infinite. Because the preference for being an agent is part of each and every preference, 
all preferences must provide infinite utility to the individual, ruling out trade-offs and rendering neoclassical 
theory invalid. Insatiability is incompatible with preferences. This problem with the assumption of non-satiation 
implies that—along with constraints, as will be argued in the subsequent section—ends must be considered as 
endogenous to human behaviour rather than pre-given, requiring a reconsideration of the concept of scarcity.  
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mechanisms for human interaction. Take away transaction costs and you are not left with 
perfect markets; you are left with nothing at all. The distinction between substantive 
(manifest) and formal (latent) markets therefore cannot be sustained, since there is no formal 
market without the institutions that constitute it. A market is just a specific way of behaviour, 
a set of rules, habits, and procedures for interaction; in other words, a very specific set of 
institutions or transaction costs. Other institutional arrangements could emerge, which create 
different types of economic organisation.  
This implies that markets deserve no special status, as they are on a par with any other 
institutional arrangement. They are not natural, nor is something called the market mechanism 
a natural law. These concepts only point to particular social conventions, which could very 
well be entirely different. Markets are just a—from an ontological point of view—arbitrary, 
contingent set of institutions. The neoclassical (and new institutional) habit to explain the 
world in terms of either markets or market imperfections is therefore rather biased. Such an 
approach amounts to taking a historically specific set of institutions, and analyse the rest of 
the world solely in terms of deviations from that case. A more fruitful and open starting point 
for any analysis of economic behaviour should be the more general problem of the 
constitution of human agency, knowledge and social structures. Markets, after all, are nothing 
special.  
The Problem of Transaction Costs: Endogenous Constraints  
If markets are nothing special, the insight that markets are actually constituted by institutions 
and transaction costs carries over beyond the particular institutional constellation we call 
markets, to the assumptions about the structures of behaviour in general. In general, the ideas 
of latent ‘natural’ markets and bounded rationality mean that social reality is to be analysed in 
terms of constraints. When Robbins defines economics as “the science which studies human 
behaviour as a relationship between ends and scarce means that have alternative uses” 
(Robbins 1932) this is what is implied. Individuals, if unconstrained, are all-powerful, able 
and willing to do anything. They have clear goals and know how to achieve them. However, 
limitations in the means available to pursue those goals, which according to new institutional 
economics includes shortages of information and means available to transact, constrain the 
individual. Economic growth, in this sense, is to be seen as pushing back the boundaries 
imposed by limited means. North, for example, starts out his project by claiming that 
“institutions define and limit the set of choices of individuals” (North 1990, 4). However, in 
the rest of the story, it is only this second effect—limiting choices—that is explicitly 
discussed. Defining choices is at most understood as reducing limitations, not in a genuinely 
constitutive manner. To the economist, defining a set of options is defining a ‘budget 
constraint’, i.e. the same thing as limiting choices. Once we abandon the strict neoclassical 
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framework, however, defining a set of choices gets a different, more constitutive meaning. 
And, as can be shown, there is every reason to do so.  
In traditional neoclassical economics, transactions occurred on basis of rational 
individuals making choices while confronted with constraints (Conlisk 1996, 669). Humans 
have all kinds of preferences and desires they seek to fulfil, but they are limited in doing so by 
the hard reality around them; there is only so much time in a day for example. Given limited 
means, individuals make the best of it. The fundamental contrast might be perceived as 
building on the classical distinction in Greek philosophy between all things man-made 
(nomos), which is susceptible to change, and unchanging nature (physis). Because physis is 
unchanging, mankind, in their desires to create nomos, will have to abide by the rules and 
limitations given by nature. In other words, people have to make choices.  
New institutional economics takes over the basic line of reasoning, adding that 
individuals are only boundedly rational and that constraints do not only arise from natural 
circumstances, but from limitations set by institutions. This last point is rather problematic, 
however, since it introduces constraints as a consequence of limitations created by humans. 
Actors, having certain preferences, are confronted with relative prices and decide upon an 
allocation on basis of that confrontation. But these decisions change institutional structures 
change as well. Although “the sources of change are changing relative prices or preferences” 
and “the agent of change is the individual entrepreneur responding to the incentives embodied 
in the institutional framework” (North 1990, 83), the actions of individuals can also alter these 
incentives and prices. Thus, in their confrontation of ends with means, now individuals face 
limitations that are on the one hand given, and on the other hand adaptable by mankind, since 
they are nomoi rather than physis. In other words, these are completely human-made 
constraints, subject to manipulation by social actors. If the actor would be a rational 
individual, the main question emerging is why, when one is capable of influencing the sources 
of the constraints with which one is confronted, one would accept them as they are. But 
constraints that are subject to manipulation are no constraints at all. Blind acceptance of 
constraints is a necessity for the neoclassical choice model to hold; but once institutions are 
introduced, it is a necessity of which it is by no means clear why it would hold. The idea of 
institutions as “man-made, non-physical factors that are exogenous to each individual whose 
behavior they influence” (Greif 2005, xii), in this sense, seems a contradiction. Exogeneity is 
required to maintain a choice-under-constraints framework, but such exogeneity precludes 
any theory about institutions man-made, evolving on basis of individual actions. It is one or 
the other; either institutions are constraints that are givens to the individual, or they can be 
altered by individuals and they need not be taken as given.  
A new institutional answer to this problem might be that there are transaction costs 
involved in changing institutions. Changing institutions would probably take a considerable 
amount of collective action and organisation, so that it is more rational to take institutions as 
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given. While this may seem a very plausible argument, it should be noted that it is not an 
answer to the problem. Rather to the contrary, it amounts to an unfortunate mixture of 
positions, resulting in both the problems of human-made constraints and exogeneity applying 
simultaneously. Institutional development occurs to some extent along lines that are 
exogenous to individual action, which invalidates a methodologically individualistic approach 
to institutional development. In so far as individuals are able to change institutions, on the 
other hand, the problem still applies that these institutions—not to mention the transaction 
costs of changing them—are nomoi, and as such cannot be constraints55.  
The same goes for a second possible answer to the problem, that individuals face 
information shortages about the consequences of their actions. According to this idea, 
institutions change as a result of unintended effects of individual actions; then, we can find 
“individual agents interacting with one another in such a manner as to create and reinforce 
particular links, so that there exist feedback loops between past and current behaviour that 
cause both the structure of interaction and behaviour to evolve” (Davis 2005, 12). This is 
indeed what Williamson seems to envisage (Williamson 2000, 597). However, it is a rather 
problematic point of view. In the first place, it seems to treat culture (i.e. the embeddedness-
level) in a rather Coleman-like fashion as those norms that are not in one’s own interest 
(DiMaggio 1994, 29), rendering it a kind of stop-gap for rational choice theory. More 
seriously, it also erases all possibilities for a theory about institutional change in substance. 
After all, the argument hinges on the impossibility to compute the consequences of individual 
actions. However, in that case it cannot be possible for the theorist to establish the effects of 
individual action on institutions either. After all, if the theorist can do so, why would it not be 
possible to do so for the actor herself? And if that is so, why are consequences unintended 
then? For this reason, taking one’s recourse in unintended consequences can only mean that 
institutions must be considered as unexplainable givens (even if they are not), in which case 
new institutional economics need not have bothered and could have stayed within the 
neoclassical framework. 
New institutional economists like North and Williamson, and less explicitly Lal, do 
solve the problem by assuming exogeneity of institutions at some level which they do not 
seek to explain anymore. This is what occurs when bringing in the concept of embeddedness. 
Thus, Williamsons remark that informal institutions, in which formal institutions are 
embedded, are the consequence of noncalculative (“spontaneous”) action (Williamson 2000, 
597). North’s point that “cultural evolutionary theory is in its infancy and is not of much 
immediate value in analyzing changing specific informal constraints, except for one important 
point: the persistence of cultural traits in the face of changes in relative prices, formal rules, or 
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 The only answer then is to think this plurality of mechanisms not within the individual but between them. 
Thus, institutions appear as exogenous givens to some, but as nomoi to others. In that case, we introduce power 
differences into the heart of the theory, in turn demanding an explanation of these power differences. This is 
indeed the line that will be pursued in the Chapter 3. 
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political status makes informal constraints change at a different rate than formal rules” 
amounts to the same (North 1990, 87). The interesting part of this message is not so much that 
it says that cultural traits change only slowly, but the quite surprising shift away from the 
methodological individualist, calculative action (in some limited form) framework, in favour 
of the idea of a development process characterised by exogenous, evolutionary mechanisms at 
the moment one starts discussing culture. For some reason, a change in theory suddenly takes 
place at this level, and it is a shift towards a kind of theory that North’s project, aimed at 
understanding economic history from a modified neoclassical angle, should feel 
uncomfortable with. One only might suspect that the reason this shift takes place is that the 
idea of constraints cannot be maintained without some level that can be considered as fixed or 
exogenous. In spite of this, however, there is no apparent conceptual reason why one should 
trade in the theoretical framework of limited choice within an institutional environment for an 
evolutionary theory in which outcomes are beyond the control of people at this level all of a 
sudden. Moreover, it also means that the new institutional attempt to reconcile 
methodological individualist theories such as neoclassical economics with theories of other 
social sciences involving structuralism (North 1990, 5) has failed. Rather than that, new 
institutional economics boils down to a weak compromise in which structuralist elements are 
simply planted on top of an otherwise methodologically individualist theory, without any 
integration or addressing the incompatibility of the two. It is in this way that new 
institutionalism constructs embeddedness; as a sphere subject to economic principles 
constrained by a sphere of culture or unintended consequences which’ development is not. 
For a meaningful understanding of embeddedness and institutions, we therefore need to 
reflect on this theoretical construction, thereby fundamentally questioning and re-interpreting 
the basics of the behavioural model, so as to develop a notion of constraints that is 
reconcilable with socially constructed institutions. Before we develop this idea further, 
however, it is useful to return to new institutional economic theory, to see what it has to say 
about institutional development and change.  
2.2. New Institutional Theories of Institutional Change 
A. ANALYSING HISTORY: THE PROBLEM OF DIVERGENCE 
When addressing the issue of institutional development throughout history, the new 
institutional economist feels confronted with a serious discrepancy between theory and facts. 
Theories about institutional development, following the lines of Coase and Williamson all 
predict an evolution towards efficiency, since “ubiquitous competition would weed out 
inferior institutions and reward by survival those that better solve human problems” (North 
1990, 7). This would imply a sort of conditional convergence of institutions; eventually only 
differences in the natural environment will be a source of institutional variation between 
societies, since in similar environments all societies would evolve towards the same point. It 
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also implies a convergent tendency in income, a point further supported by non-institutional 
economic theory (Solow-type growth models, or comparative advantage-type trade models for 
example). Reality, however, shows almost the opposite pattern. There is widespread 
divergence in institutions and in institutional efficiency; accordingly, there are vast 
differences in economic performance between societies. Moreover, these differences show no 
signs of disappearing either. In fact, long-run stagnation and even absolute declines in welfare 
are regularly observable among societies (North 1990, 6). For this reason, according to North, 
we need to abandon the idea of an evolution towards efficiency in favour of a theory that can 
actually explain the enduring existence of inefficient institutions. 
For North, therefore, the crucial question of institutional economics is what could 
possibly account for the widely disparate performance of societies throughout history. 
Theories assuming institutional evolution towards efficiency obviously fail to do so and, for 
this reason, this efficiency view on institutions needs to be abandoned. However, for North, it 
is one thing to notice that the theory’s predictions do not reflect reality, but in order to 
abandon a vested theory that seems to be logically correct in itself one also needs to explain at 
which point the theory fails56. Thus, North (1990) sets out to develop a theory which can 
account for the absence of convergence, which would follow from the argument made by 
Alchian (1950). The question of institutional development throughout history, in North (1990) 
becomes the question why Alchian is not correct in practice and reality thus deviates from the 
theory.  
Now, it becomes relevant to distinguish two versions of the natural selection argument 
applied to institutions, basically following the two types of argument employed by Alchian. 
Alchian argued for the evolution towards profitability because of (1) natural selection in a 
context of randomly determined behaviour, and (2) adaptation of behaviour in reaction to 
outcomes. The first argument would say that in the case of institutional development, 
“ubiquitous competition would weed out inferior institutions and reward by survival those 
that better solve human problems” (North 1990, 7). The second argument, on the other hand, 
argues for evolution towards efficiency not so much through the process of competition, but 
through the process of learning. Our actions function as a kind of natural experiment, 
providing information that allows us to diminish uncertainty and, hence, make more rational 
decisions. Unlike in the first argument, here the assumption of profit-seeking as a motivation 
is retained and only the assumption of perfect foresight is abandoned.  
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 It should be noted that this is not so much a methodological as a rhetorical requirement. The noted gap 
between theory and reality might have induced North to simply abandon (boundedly) rational choice and 
evolutionary efficiency models, but that would have probably positioned him completely outside the economic 
debate. Unwilling to leave the family of neoclassically inspired theory behind just because of successful 
falsification of its predictions, North takes it as starting point, seeking to leave as much of it intact as possible. 
As has been argued in the introduction, it is in part this unconfrontational stance towards neoclassical theory that 
has led to the NIE’s current popularity.  
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As North rejects the efficiency view on institutions, he has to provide arguments 
against both these mechanisms, explaining why inefficient institutions are not forced out by 
competition, and why we do not learn from experience, adapting inefficient institutions or 
copying efficient institutions ones. His answer “hinges on the difference between institutions 
and organizations and the interaction between them that shapes the direction of institutional 
change. Institutions, together with the standard constraints of economic theory, determine the 
opportunities in a society. Organizations are created to take advantage of those opportunities, 
and, as organizations evolve, they alter the institutions. The resultant path of institutional 
change is shaped by (1) the lock-in that comes from the symbiotic relationship between 
institutions and the organizations that have evolved as a consequence of the incentive 
structure provided by those institutions and (2) the feedback process by which human beings 
perceive and react to changes in the opportunity set.” (North 1990, 7) 
It is not difficult to recognise reactions to the two evolutionist arguments in the two 
mechanisms sketched by North. The first mechanism—the symbiotic relationship between 
institutions and organisations—provides an argument against inefficient institutions being 
eliminated through competition. Note that it is basically the same argument already put forth 
in Winter (1964) about economies of scale; North only transforms the argument in a point 
about external rather than purely internal economies of scale57. The second mechanism—the 
feedback process by which human beings perceive and react—effectively counters the idea 
that uncertainty would be removed through learning. In this point, the keyword is ‘perceive’. 
North does not rule out adaptation of our mental models in reaction to outcomes, but does 
argue that this adaptation will not result in superior models, because the information we get 
about outcomes is flawed, and hence will not lead to a rational model (North 1990, 104). This 
idea is captured in the concept of bounded rationality, which North borrows from the work of 
Herbert Simon.  
Why we do not learn: bounded rationality and limited feedback 
As the debate about the assumptions of profit maximisation and perfect information ensued in 
the 1940s and 1950s, evolutionary theory was but one of the emerging lines of thought. In the 
face of mounting evidence about the lack of realism behind the neoclassical behavioural 
assumptions, an alternative answer was the creation of a theory of human thinking and 
decision making that gave a more realistic account of actual behaviour. One of the most 
vigorous advocates of this line has been Nobel laureate Herbert Simon, who argued that 
economics should only retain those aspects of neoclassical thinking that have a foundation in 
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 Which adds to the validity of the argument, as external economies of scale turn out to be more capable of 
explaining divergence. Parallel developments in trade theory (e.g. Baldwin et al 2003; Brakman et al 2001) 
support this.  
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empirical observation. As the father of the concept of bounded rationality, Simon is an 
important source for North, and as such he will be discussed here58.  
In two seminal papers, Simon (1955; 1956) sets out to “construct definitions of 
‘rational choice’ that are modeled more closely upon the actual decision processes in the 
behavior of organisms than definitions heretofore proposed” (Simon 1955, 114). On basis of 
such a definition, we might be able to construct a realistic theory of individual behaviour in 
organisational contexts.  
Simon’s main objection against ‘classical’ notions of rationality is that they make too 
severe demands upon the computational capacities of individuals. Moreover, he argues that 
there is no evidence whatsoever that the computations required by classical economic 
rationality are performed in any situation of complexity; the scarce data available at the time 
make it probable that the adaptiveness of behaviour of organisms falls “far short of the ideal 
of ‘maximizing’ postulated in economic theory” (Simon 1956, 129). In the decades following 
upon this, the point has been confirmed by numerous other researchers, claiming to have 
found evidence for bounded rather than classical rationality (see Conlisk 1997). For this 
reason, Simon sets out to develop choice rules that are far simpler than the classical rationality 
postulate and demand much less computational capacity, but are equally sufficient to ensure 
the satisfaction of needs.  
In other words, Simon holds that human beings have a limited capacity for processing 
information, and henceforth, limited knowledge of their environment and of the consequences 
of their actions. If information acquisition and processing is costly, behaviour differing from 
the classical notions of rationality might be more likely, as this is less demanding and still 
ensures survival. In his terminology, Simon is concerned with procedural rather than 
substantive rationality. Procedural rationality, in the meaning attributed by Simon, does not 
mean that humans make rational choices among the limited number of alternatives they have 
information over. Rather, it takes into account that humans not only have limited information, 
but also have limited computational capacities. Therefore, the intention to act rationally and 
maximise returns may best be met by approximating this by establishing rules of action and 
procedures of decision making that actually differ from maximisation strategies. For example, 
people might not order all behavioural alternatives on basis of the utility gained in the future 
states in which they result, then opt for the most preferable future state and the corresponding 
behavioural alternative, but might simply classify various future states as either acceptable or 
non-acceptable, then accept the first offer that is acceptable. Since choice following a genuine 
maximisation rule would place excessive demands on the computational abilities of humans, 
the results of following this ‘black-or-white’-procedure might be the closest one can 
realistically come to maximisation. Similarly, other adaptations might be made to the rational 
                                                 
58
 Even though Simon has been quite critical of the New Institutional Economics approach, which he views at 
best as incomplete (Simon 1991).  
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choice model to bring it closer to what is known, empirically, about human thought and 
choice processes; limited knowledge of future states, limited knowledge of the relation 
between behavioural alternatives and future states, or a generated, limited number of 
alternatives might all be applied. Thus, models of bounded rationality emerge.  
This view of human decision-making also underlay the explanation of institutions as 
put forth by Winter (1964; 1971; Nelson and Winter 1982), Coase (1937) and Williamson 
(1971). Institutions, or rules for action, in this literature were deemed to be answers to 
uncertainty. Simon (1956) shows that such simple, non-optimising rules already meet the 
selection criterion of survival. It is, in other words, not a rational decision to have institutions 
and bounded rationality. In fact, Simon argues that it would not be possible to make a rational 
decision about decision procedures when information about the costs and benefits of finding 
alternatives is unknown (Simon 1955, 112)59. More recent literature, by contrast, often 
defends bounded rationality in part on basis of the argument that it is simply a matter of 
applying the neoclassical model consistently; where information and computation is costly, it 
is good economics to put limits on one’s rationality (Conlisk 1997).   
North adopts some of Simon’s ideas about bounded rationality in his theory about 
institutional development claiming that actors “frequently must act on incomplete information 
and process the information that they do receive through mental constructs that can result in 
persistently inefficient paths” (North 1990, 8). However, once having accounted for the 
existence of mental models, North still seeks an explanation why these do not develop 
towards more true models, through learning and adaptation. After all, “the degree to which 
outcomes are consistent with intentions will reflect the degree to which the entrepreneurs’ 
models are true models” (North 1990, 104), so one would expect an entrepreneur to be able to 
build on that. Here, North stealthily shifts the motivation for less-than-classical-rationality 
from limitations in computational capacity to a lack of information.  
He then finds that “if political and economic markets were efficient (i.e., there were 
zero transaction costs) then the choices made would always be efficient. That is the actors 
would always possess true models or if they initially possessed incorrect models the 
information feedback would correct them” (North 1990, 8). Thus, the transaction costs 
involved in acquiring information are the source of persistent inefficiency, not our limited 
computational ability in dealing with information. In this, he does not stand alone; “the new 
institutional economists tend to assume that people are free to make rational choices to attain 
their goals, and are limited only by the problems of obtaining information” (Acheson 1994, 
24). North maintains that bounded rationality will always stay bounded, because we do not 
only have limited information at the outset, but also get only limited and flawed information 
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 There is a more fundamental argument against such rational decisions about decision procedures, which is that 
rationality itself is a decision procedure. In other words, a rational decision about decision procedures might lead 
one to decide rationally not to make decisions rationally. In fact, this would be inevitably the case for some 
individuals, as will be shown in the subsequent chapter.  
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about the outcomes of our actions. As he writes, “the models reflect ideas, ideologies, and 
beliefs that are, at best, only partially refined and improved by information feedback on the 
actual consequences of enacted policies” (North 1990, 104). Because we do not get all the 
necessary information to learn, our mental models will stay imperfect.   
We can take this to mean two different things, and in fact, throughout his work it is not 
clear which of the two North has in mind. First, imperfect information feedback can simply 
mean that there are limits to and errors in the feedback from our actions, which, then, will 
basically be randomly distributed. Secondly, it might mean that we have certain mental 
models on basis of which we take decisions, and according to which we interpret the results of 
our actions as well. In that case, information feedback does not suffer from random errors, but 
has a structural bias towards the previously held models. The difference between these 
interpretations has serious implications.  
In the first case, it is just the limits and errors in the information feedback that prevents 
us from improving our models; with errors, resulting from transaction costs of information 
acquisition, fundamentally being a case of limits in information. In a transaction costs view, 
errors arise from a failure to collect the right information, not from success in the acquisition 
of wrong information, since the argument lacks an explanation for the existence of the latter. 
The information out there is objectively true, but costs of acquiring it mean that we have only 
patchy information which might lead to the wrong conclusions. In other words, North’s 
adaptation of the rational model relies not so much on imperfections in the information we get 
through feedback, but on a limited feedback of otherwise unambiguous, perfect information. 
Individuals are deemed to confront the world with subjective mental models of their 
environment, basing their choices upon the consequences of actions as predicted by these 
models. However, these subjective models are only subjective in the sense that each subject 
has a specific amount of information that is missing. The costs of acquiring new information 
prevent us from developing true models. If one is prepared and able to pay the price, one will 
acquire objectively true information that allows one to develop one’s model towards 
rationality. This idea actually fits the term ‘bounded rationality’ best, because it basically says 
that people have subjective mental models that indeed approximate rationality, the degree of 
approximation depending on the level of transaction costs in learning. Bounded rationality, 
then, is simply rationality with errors of limitation, a purely negative concept, as the term 
itself indicates.  
This negative interpretation of learning and bounded rationality is not without its 
problems. First of all, we have noted that the natural selection mechanism was in fact a 
necessary element of the transaction cost argument, without which it could not explain the 
existence of institutions in the first place. This means that the bounded rationality argument 
cannot dismiss the evolutionary argument itself before running into trouble; it can only 
dispute its outcomes. Indeed, North’s point is not to deny the evolutionary mechanism itself, 
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but only to say that it stops before resulting in efficiency, because feedback is imperfect and 
information is costly. This seems to fit the simple rules developed by Simon (1956), which 
still imply that behaviour is adaptive, but up to the point of ensuring survival and meeting 
certain needs rather than up to the point of classical rationality. We do not need to know the 
truth; we only need to know enough to perform satisfactorily. In that case, however, the 
bounded rationality point cannot explain divergence; it merely replaces the conclusion of a 
universal standard of efficiency (the outcome of evolution in North’s reading of Alchian) with 
the conclusion of a universal standard of satisficing and survival.   
Secondly, the view of subjective models as really being limited objective models is 
epistemologically inconsistent. This problem will be addressed more explicitly when 
discussing methodology in Chapter 4. Basically, the point is that North argues that individuals 
never have all the information, but on the other hand, there is all this objective information to 
be known, though at a cost. But when objective information is not held by anyone, no one is 
able to determine whether information is objectively correct or not. The theorist is then not in 
a position to ascribe labels like subjective to the mental models of other agents. The 
inconsistency is in another way illustrated by the term “true models” used by North to 
describe the mental models that would emerge through feedback in a world without 
transaction costs (North 1990, 8); as a model is by definition a simplifying representation and 
can never be ‘true’, the term is a contradiction.  
Thirdly, and most seriously for the task North sets himself, the purely negative 
interpretation of bounded rationality is theoretically a dead-end. Without any theory about a 
structure in the way we obtain and interpret feedback information, we will not be able to say 
anything about the development of mental models; they will develop completely randomly. 
That implies that bounded rationality is not able to explain divergence. Moreover, in that case, 
it is not clear why North sticks to a model of rationality as benchmark. The aim of 
institutional economics is to develop an economic theory closer to empirical observations, 
but, on the other hand, seeks to achieve this by starting out from rationality and showing at 
which point empirical observation differs from it. This ambiguity becomes clear in the term 
‘bounded rationality’ itself, as well as in its motivation; “a theory of bounded rationality seeks 
to identify, in theory and in actual behavior, procedures that are computationally simpler, and 
that can account for observed inconsistencies in human choice patterns”  (Simon 1997, 292). 
These inconsistencies only exist in comparison with a rational choice model, which thus 
somehow still remains the benchmark. The list of research papers providing empirical 
evidence for bounded rationality presented by Conlisk (1997) is telling the same story; 
evidence against ‘classical’ economic rationality is mistaken for evidence for bounded 
rationality, thus reproducing the position of rationality as the norm. North also adopts this 
view. His basic point is that because of informational problems, people do not act rationally, 
but only approximately rationally. Moreover, since the deviations from rationality are 
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essentially randomly determined, we cannot say anything about how approximately rational 
bounded rational models are. The call for bounded rationality instead of rationality then is 
only based upon the insight that reality is not completely grasped by the model of rational 
individuals. This, however, would be a very trivial point, since this is by definition the case of 
analytical models. Without a positive theory of bounded rationality we would do better 
maintaining rational choice theory, realising that it is only a model each time we apply it. 
The second interpretation of the development of bounded rationality, on the other 
hand, is arguably somewhat closer to Simon’s original aim, which is not purely negative. It 
says that the subjective models we construct because of limited information and limited 
capacity are not just negative models, approximations of rationality, but have a certain 
constitutive, creative effect as well. In this view, subjective models are not only limited 
objective models, but are genuinely subjective. We should not think of individuals as trying to 
be rational, but failing to do so completely because of lack of information, but of individuals 
actually acting rationally given what they believe is true60. The very idea of subjective models 
implies beliefs, ideas and categories through which we interpret reality, not a limited number 
of known hard facts. The feedback information we get from our actions then is interpreted and 
processed through this subjective model, and thus will be interpreted roughly in line with this 
model. For example, a person strongly believing in an interventionist God and praying for 
something to happen to him will if the desired event fails to materialise probably not conclude 
that God does not exist, but that God must have good reasons for not making this happen. The 
event occurring, on the other hand, will confirm the person’s belief in the existence of an 
interventionist deity. This interpretation might be seen as the learning variant of the symbiosis 
or externalities argument; a subjective model, with certain beliefs and ideas, will have certain 
external effects on the new information. Information is interpreted in line with the model and 
information in line with the subjective model is easier adopted. The acquisition and adoption 
of interpretations and information that contradict the model will have much higher transaction 
costs, since it would entail questioning all premises during observation and reconstructing the 
entire model. Therefore, mostly information and interpretations supporting the model will be 
acquired, explaining the persistence of subjective models in the face of feedback.  
This reading of the concept bounded rationality and the problem of learning suggests 
that knowledge is to a large extent self-validating. The basic point is that, at least when it 
comes to social knowledge, people interpret on basis of the ideas people have, so that these 
are confirmed by their interpretations. This is a more constructive interpretation of bounded 
rationality and limited feedback than the negative one advanced by North (1990), since it can 
actually explain path-dependence and continuity, the problems with which North is 
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 The relation of what an individual perceives as truth and the 'actual truth', apart from the point that this actual 
truth cannot be known since observers have a subjective model as well, then becomes simply irrelevant in this 
view. We might call such an approach institutional rationality, instead of bounded rationality. 
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concerned. It will be worked out further in the next chapter, when an alternative institutional 
theory is developed.  
For now, it is important to note that for the purposes of North a different problem 
emerges, as the idea tends towards ‘over-shooting’ in its explanation of divergence. Whereas 
North attempted to expose and explain continuity in institutional development, interpreting 
limited feedback in the above sense amounts to explaining continuity to such a degree that 
development is likely to be absent altogether. If we interpret according to the models we hold, 
there is no basis for changing our models ever. If our ideas about the social world are 
confirmed by our actions which are based upon these ideas, the same applies. In other words, 
the positive interpretation of bounded rationality can explain stability of difference, but not 
diverging change61.  
The same, to a lesser extent, can be said about the argument of symbiosis between 
organisations and institutions. This argument follows the same logic as the argument about 
limited feedback, if interpreted constructively. For this reason, these arguments will be 
discussed together.  
Why we don’t improve: symbiosis or economies of scale 
North’s second argument against the efficiency view of institutions is concerned with the 
symbiosis between organisations and institutions. Institutions provide certain incentive 
structures and organisations have developed to make most of this situation. Because 
organisations have adapted their behaviour to the institutions, they have no interest in 
institutional changes, nor do institutional changes increase organisation’s chances for 
survival. Therefore, organisations, as economic entrepreneurs, will try to keep institutions the 
way they are, even if they are not efficient in general, because they are efficient for them. 
After all, “organizations…are not, however, necessarily socially productive because the 
institutional framework frequently has perverse incentives. Organizations will be designed to 
further the objectives of their creators” (North 1990, 73).  
The symbiosis arguments, brought forward by North, appear in three variants. First, 
institutions provide incentives for organisations to maintain them, because they have adapted 
their behaviour to the institutional incentive structure. Secondly, “the institutional framework 
will shape the direction of the acquisition of knowledge and skills and…that direction will be 
the decisive factor for the long-run development of that society” (North 1990, 78). The third 
variant—not explicitly described by North but derivable from some of his writings about 
learning—argues that mental models will lead to interpretations of new information that are in 
line with them. All these arguments share a common element; the institutional structure has 
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 In fact, although his work is called “Institutions, Institutional Change and Economic Performance”, North 
(1990) is more concerned with establishing continuity in historical development, taking the element of change 
rather for granted. A theory of change cannot be found anywhere in the work; wherever the problem is 
addressed, it is from the point of view of exposing the underlying institutional stability.  
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certain consequences for the development of knowledge and behaviour that in turn support or 
enhance the existing institutional structure. The three mechanisms thus work along the same 
lines. An existing institutional structure will not be suddenly replaced by an entirely different 
one, because the very existence of that structure creates incentives to only incremental 
changes supporting the institutional framework. Hence, there will be path-dependence, 
because, as one could say in more conventional economic terms, there are economies of scale 
at work.   
The three mechanisms are not only similar, but are also interrelated. Taking the first 
two mechanisms, for instance, it can be argued that they effectively rule out the negative 
interpretation of bounded rationality in favour of subjective, positive bounded rationality. The 
argument behind the first mechanisms seems to assume maximising behaviour of 
entrepreneurs. As North starts his expose on this issue, “I will integrate the maximizing 
objectives of the organization, which have been conditioned by the institutional framework, 
with the development of the stock of knowledge” (North 1990, 76). Suddenly, Winter’s 
efficiency view of institutions has returned; organisations may not have perfect information, 
but natural selection does imply maximisation of returns, according to North. In other words, 
he uses a combination of evolutionary efficiency and bounded rationality to provide an 
explanation for lack of evolutionary efficiency. This is clearly self-contradictory. For this 
reason, one can only make sense of North’s statements here if one interprets bounded 
rationality not so much as a lack of rationality, but as an institutionally determined rationality, 
i.e. a system of choice based upon what people believe to be true and right. In that case, 
evolution would constitute a development towards some optimum which definition is internal 
to the development itself. This view is further supported by recalling the insight that natural 
selection arguments merely shift the question to the criteria by which society picks winners, 
which cannot be taken as given. The phrase “conditioned by the institutional framework” used 
by North here also points out the dependence of objectives on the institutional context. At a 
less abstract level, moreover, the same insight applies. Were we to take the objectives of 
behaviour as given, strategies of organisations are determined by the institutional context 
because it makes up the environment within which organisations decide upon their strategies. 
The institutional context then indirectly determines what organisations deem to be optimal 
institutions, because optimality is defined given the chosen strategies of organisations. The 
evaluation of institutions thus follows out of the institutional framework, self-validating it. In 
other words, the argument behind the first two mechanisms rests upon an interpretation of 
criteria of knowledge as institutionally determined. The third mechanism, of mental models 
defining the evaluation of new ideas and information, thus underlies the other symbiosis 
mechanisms.  
Although from North’s work interesting general ideas can be derived about the 
development of contingent criteria and subjective models, the way in which the argument has 
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been worked-out in more detail leaves much to desire. The workings of and reasons for 
symbiosis are not yet clear, as the mechanisms sketched by North are unconvincing. On the 
one hand, the term ‘symbiosis’ does not seem to suggest any causality; it basically says that 
strategies of organisations and agents are in line with the institutional framework. However, 
without thinking in terms of causality, there is no reason why symbiosis would bring about 
path-dependence; it merely would show that there are contingent positions. The problem is, 
again, that symbiosis basically only means that a system is internally consistent, but it does 
not say anything about its development. Rather than that, the symbiotic unity of the 
institutions, mental models and organisations in the theory would suggest an absence of any 
development whatsoever. As pointed out, even if we accept the argument as it is, it is only 
about stability or even consistency, not about change.  
There are some reasons to dismiss the symbiosis-argument as it is as well, however. 
Following North, institutional development is a consequence of behaviour of agents, or on 
another level, the development of subjective models is a consequence of learning processes, 
but it is not very clear what kind of influence we should think of here. At times, North seems 
to hint at intended consequences—talking about the “maximizing objectives of the 
organization, which have been conditioned by the institutional framework” (North 1990, 
76)—at other times at unintended externalities, simply saying that “the institutional 
framework will shape the direction of the acquisition of knowledge and skills” (North 1990, 
78). In any case, symbiosis is thought to cause path-dependence because the “direction of the 
acquisition of knowledge” is supportive of existing mental models, and strategies of 
organisations are supportive of the institutional framework. But why would this be so? If the 
effect of behaviour on institutions is interpreted as unintended externalities, it can basically 
take any direction. Without any arguments about the direction of consequences of behaviour 
for institutional development, however, the whole theory boils down to the rather trivial 
statement that institutions matter. Agents, confronted with institutions, behave in a certain 
way; some new set of institutions comes about; agents will react to the new institutions; 
another new set of institutions will emerge. There is no need for any pattern or continuity in 
institutional development at all. 
In the interpretation of intended consequences there are some, rather ad-hoc, 
arguments for the effects of behaviour to be supportive of the existing institutions. North 
argues, for example, that organisations adapt their behaviour according to the incentive 
structure provided by the institutional framework. On the other hand, organisations, as 
economical and political entrepreneurs, might change the institutional framework, but having 
embarked on strategies based upon the existing institutional environment they have only very 
limited incentives to do so. At another level, organisations are deemed to develop knowledge 
in directions steered by the institutional framework, creating a form of path-dependence as 
well. However, it is important to note that such arguments of path-dependence only hold as 
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long as there are problems involved in switching to a different path. If organisations had all 
the freedom to change strategies and institutions, they might choose any institutional 
framework, strategy, and knowledge that would be possible; nothing in the argument would 
predict path-dependence. For an institutional framework to have any stability, therefore, there 
must be costs involved in changing behaviour or institutions. Because an organisation is 
reluctant to change its strategies, it has an incentive to maintain the institutional structure on 
which its strategies are based. Thus, the symbiosis argument presumes organisations to be 
confronted with costs when adapting their behaviour, and/or are confronted with costs 
adapting the institutional framework; “stability is accomplished by a complex set of 
constraints that include formal rules nested in a hierarchy, where each level is more costly to 
change than the previous one”(North 1990, 83).  
Hence, the argument boils down to the statement that institutions are only adapted 
slowly because it takes time and effort to adapt them. For this reason and for this reason only 
symbiosis between organisations and institutional development leads to enduring differences. 
However, to translate such enduring differences into path-dependent divergence is quite 
another step. The argument is about relative lack of change, not about development in 
different directions. It only says that institutions develop very slowly, but as the point does 
not qualitatively disqualify the conclusions following from Alchian (1950), nevertheless in 
the direction of efficiency, societies would still converge. In this sense, North’s project fails.   
B. EMBEDDING INSTITUTIONS: INCREMENTAL CHANGE 
In the end, North’s argument for the persistence of difference is simply that stability is 
ensured by constraints. In addition, North maintains that these constraints are nested in a 
hierarchy. The various mechanisms of symbiosis are thought to explain the enduring 
differences between the institutional structures of societies one can observe in reality. Systems 
of property rights or trust are to a large extent determined by the knowledge and subjective 
models generated in a society, which due to path-dependence are rather stable (North 1992, 
477). Subsequently, it is argued that, since economic actions are to a large extent determined 
by the institutional structure, which establishes systems of property rights or trust for instance, 
these enduring differences in institutions can explain the equally enduring differences in 
performance between societies. The whole system can be seen as existing of several levels, 
each level providing the context in which decisions at a lower level must be made. The lowest 
level in this hierarchy is the level in which market allocations are determined, a level above 
that is the level at which formal and informal institutions are established, and a level above 
that is the level at which knowledge and subjective models are generated.  
Allocations at each level are established, according to this view, in a way very similar 
to neoclassical reasoning. Agents, having certain preferences, are confronted with relative 
prices and decide upon an allocation on basis of that confrontation. If an institutional structure 
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is to change, therefore, “the sources of change are changing relative prices or preferences” 
(North 1990, 83). Because of the stability resulting from the symbiosis arguments, “the 
process of change is overwhelmingly an incremental one” (North 1990, 83). This 
incrementality is a key concept in new institutionalism. Rapid and radical changes are 
unlikely, because allocations are determined by the prices provided by the above-mentioned 
higher levels, which, due to path-dependence, are stable. The stability at higher levels limits 
the possibilities for changes at lower levels, resulting in incremental changes only. For 
example, changes in formal rules that go beyond the informal institutions of a society are 
unlikely to be effective because, due to enforcement costs, efficacy requires people believing 
formal rules to be just (North 1992, 478). Therefore, even revolutions and discontinuous 
changes tend to portray a high level of continuity, in spite of possible initial appearances. The 
reason for this is that “perhaps most important of all, the formal rules change, but the informal 
constraints do not” (North 1990, 91). It should be noted that North is not very clear about the 
exact relation between formal and informal constraints, sometimes seeing informal 
institutions as setting the stage for formal institutions (as in the above statements), and 
sometimes seeing formal and informal institutions as complementary (North 1992, 478-9)62.  
Regardless of such ambiguities, however, the core idea in both readings is the same. 
Institutions “typically change incrementally rather than in a discontinuous fashion. How and 
why they change incrementally and why even discontinuous changes (such as revolution and 
conquest) are never completely discontinuous are a result of the imbeddedness of informal 
constraints in societies” (North 1990, 6); stability at higher levels results in stability at lower 
levels, because lower levels are embedded in higher levels.  
The idea of changes taking place in various levels with each lower level being 
embedded in slower changing higher levels has been adopted and worked out more explicitly 
by other authors, such as Lal (1998) and Williamson (2000). Both of them, minor differences 
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 The difference is important for the processes of change the theory predicts, as might be made clear by the 
following statement: “In part, as suggested above, changes in relative prices or tastes may result in such 
constraints simply being ignored by common consent and then withering away. In terms of focus of this study, a 
major role of informal constraints is to modify, supplement, or extend formal rules. Therefore, a change in 
formal rules or their enforcement will result in a disequilibrium situation, because what makes up a stable choice 
theoretic context is the total package of formal and informal constraints and enforcement aspects. Note, however, 
that a change in either institutional constraint will alter the transaction costs and give rise to efforts to evolve new 
conventions or norms that will effectively solve the new problems that will have arisen. A new informal 
equilibrium will evolve gradually after a change in the formal rules.” (North 1990, 87-88)  
This can be read as if the confrontation of preferences of entrepreneurs and prices set by a higher level leads to a 
certain equilibrium allocation, which is partly a result of informal, and partly a result of formal constraints. If 
formal rules change, therefore, society will be in disequilibrium. Hence, informal constraints will react as to 
compensate for the change in formal constraints, bringing society back to the original equilibrium, but with this 
difference that the restored equilibrium allocation is now being achieved with a different mix of formal and 
informal rules. The difference between this reading and the former is profound. Whereas the former, in which 
informal institutions were deemed to limit the possibilities for successful formal rules, would argue that (changes 
in) formal and informal rules should always point in the same direction, this reading would predict that a change 
in formal rules is compensated by an opposite change in informal rules. Also, in the former reading, informal 
institutions would constitute a level superseding formal institutions, while in the latter informal and formal 
institutions would operate on the same level.  
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notwithstanding, distinguish several levels of human behaviour, from specific allocation on to 
legislation, culture, and levels like evolutionary biological constraints and material natural 
constraints, each higher level setting the limits for adaptations inside the level beneath it. As 
in North’s work, to the pure idea of embeddedness the idea is added that higher levels 
typically change more slowly. The explanation differs somewhat, however. Lal explains it as 
slower and faster working equilibrating forces; in his view culture could be perceived as 
equilibrium, since both can be described as a state “where self-seeking agents learn nothing 
new so that their behaviour is routinised” (Lal 1998, 7). If one is prepared to see institutions 
and culture as social equilibria, “there are...a number of different processes with their 
respective equilibria that could explain social outcomes. They can be distinguished by the 
period of time over which the equilibrating forces work. The quickest working is the market 
process of supply and demand, which leads to a market equilibrium. The second fastest are 
the processes leading to an equilibrium regarding material beliefs, which determine the 
organisational framework within which the market process operates (or, as in controlled 
economies, does not operate). Changing signals from the environment can alter such material 
equilibria within the lifetime of a generation. Slower moving are the cultural equilibria 
associated with cosmological beliefs. These would seem to require at least a generation or two 
to alter. Finally, there is the evolutionary equilibrium associated with the “selfish gene”, 
which is the slowest moving of all and for all practical purposes can be ignored in our 
investigations, except for its legacy on our minds” (Lal 1998, 11-12) 
Williamson (2000) puts forth a similar idea, which he exposes graphically in the 
following model of institutional changes (figure 2.1). Strictly speaking, Williamson reserves 
the term embeddedness only for the highest level, of informal institutions, traditions, etc. One 
could argue that North does the same, as he argues that changes are incremental because of 
the “imbeddedness of informal constraints in societies” (North 1990, 6). The fact that North 
and Williamson speak of embeddedness only at this level does not so much indicate that 
changes lower levels are not limited by the situation at intermediate levels, but can be 
attributed to the fact that North, rather implicitly, and Williamson more explicitly see the level 
of informal institutions as beyond the influence of calculative actions of individuals 
(Williamson 2000, 597). This is a very important assumption that is necessary to uphold the 




Figure 2.1 Economics of Institutions according to Williamson63 
Level Frequency Purpose 
Embeddedness: Informal 
institutions, customs, traditions, 
norms, religion 
102 to 103 Often noncalculative; 
spontaneous 
Institutional Environment: formal 
rules of the game—esp. property 
(polity, judiciary, bureaucracy) 
10 to 102 Get the institutional 
environment right 1st order 
economizing 
Governance: play of the game—
esp. contract (aligning governance 
structures with transactions) 
1 to 10 Get the governance 
structures right. 2nd order 
economizing 
Resource allocation and 
employment (prices and 
quantities; incentive alignment) 
Continuous Get the marginal conditions 
right. 3rd order economizing 
 
The idea that higher levels change more slowly than lower ones, as put forth by Lal 
and Williamson, has the same function as creating a fixed level, especially since 
Williamson—following Hayek—argues that the highest level is ‘spontaneous’ and ‘non-
calculative’, i.e. beyond intentional human manipulation (Samuels 2000, 311). It suggests 
that, because higher levels change more slowly, entrepreneurs in their attempts to create 
changes at lower levels tend to take higher levels as given. However, it needs probably to be 
seen more as a device to uphold the choice-under-constraints framework, than as a 
theoretically or empirically well-established insight. Differences in rate of adaptation have no 
more convincing conceptual basis than the shift towards fixed or non-spontaneous 
mechanisms when addressing informal institutions. Lal (1998), for instance, argues that 
various levels should be seen as social equilibria; subsequently, he argues that there are 
differences in the pace of adjustment between various levels, because of differences in the 
equilibrating forces. However, apart from being tautological when explaining slow change 
with slow processes, this argument suffers from an apparent misunderstanding of the meaning 
of slow equilibrating forces. If such forces work slowly, the result is not that the equilibrium 
is more stable; the result is that states of disequilibrium will last longer, to the extent that 
equilibrium will never be reached. If that is the case, the view of culture as social equilibrium 
is not tenable, and the theory would predict cultural instability rather than stability. The fact 
that higher levels might change more slowly than lower levels thus in itself does not in any 
way justify a view of higher levels as fixed and, hence, does not solve the problem of 
endogenous constraints. Additionally, apart from an intuitive appeal, there is actually no 
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 Taken from Williamson 2000, 597. 
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backing for the idea that informal institutions or culture change more slowly than for example, 
coded laws. The idea that culture changes very slowly is reiterated again and again in the 
literature, but arguments for this proposition are hard to find. There are compelling reasons to 
dismiss the claim, however.  
Incremental change: what does it mean exactly? 
The idea of continuous, incremental change entails the overall stability of the institutional 
framework; “change typically consists of marginal adjustments to the complex of rules, 
norms, and enforcement that constitute the institutional framework” (North 1990, 83). 
Radical, or “discontinuous change”, is unlikely, according to North (1990, 89-91), for various 
reasons. First of all, North brings in various arguments that amount to the point that 
institutional structures are self-validating to such an extent that broad-based disagreement is 
unlikely, and less than broad-based attempts to develop different institutional structures are 
extremely costly in terms of the ability to act within society. Ignoring institutions that the rest 
of society acknowledges, implies uncertainty and inflates transaction costs. Therefore, for a 
revolution to be successful there must be a strongly established counter-hegemonic set of 
institutions already (North 1981, Chapter 5). The problem is that any institutional change 
carried by an established and widely shared sentiment that structures needed to change is 
more usefully seen as the conclusion or even result of a revolution occurring in the minds of 
the people prior to the event rather than as the start of it.  
Although these arguments are convincing in themselves—stressing the stabilising, 
self-validating character of institutional structures—they do not so much imply absence of 
radical discontinuous change as the absence of continuous change. Different institutional 
structures are only possible when large segments of society suddenly start recognising a 
whole new institutional order. Otherwise, there is only stability. A second, and in his own 
view more important, argument against discontinuous change is the fact that while formal 
institutions change, informal institutions do not change during a revolution (North 1990, 91). 
Following the idea of a nested hierarchy, this results in societies slowly returning more or less 
to the original equilibrium. Again, this rather implies the absence of any change than the 
absence of genuinely revolutionary change, which would alter informal institutions as well.  
The more fundamental problem, however, lies with the concept continuous, 
incremental change. Where incremental, continuous change is apparently meant to be a 
paradox, it becomes a downright contradiction when it is not specified where the continuity 
lies. Continuous change, literally, would mean that some things change while something else 
does not. Incremental change, on the other hand, indicates that things change, but only 
marginally straying from the previously existing. When discussing revolutions, North 
maintains that informal institutions stay the same; but more in general, his theory is about the 
development of informal institutions. This would mean there is no genuine continuous 
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change. Everything changes, only incrementally. However, if everything changes, there is no 
benchmark against which a concept like incrementality still has any meaning.  
 If we want to speak about degrees or pace of change, what is needed is a point of 
reference and dimensions of change. This is most obvious in the cruder version of embedded 
change as put forth by Williamson (2000). When Williamson maintains that culture takes 
about 100 to 1000 years to change, this may be intuitively plausible on first sight, but 
positively puzzling on second. If culture takes a millennium to change, what does this mean? 
Does it stay the same for 999 years, and then suddenly change overnight? That would be a 
rather absurd interpretation. However, the alternative is to say that it changes constantly; but 
if culture changes constantly, that would indicate that culture changes in the split of a second 
as well as in 1000 years. In that case, Williamson’s statement becomes simply meaningless. 
Another answer might be that culture might be constantly changing, but such change is 
complete only after about 1000 years. But what does ‘complete cultural change’ mean then? 
Does it indicate a situation in which the entire set of informal structures, norms and beliefs 
has been replaced by another one? In that case, we could safely say that cultural change never 
occurs, not in 10, a thousand or even a million years; if a culture is only different from 
another when all institutions it incorporates are different, there are no two different cultures in 
the history of the world. In other words, we need a criterion about where one culture ends and 
the other one begins, and a background against which to ‘measure’ paces of change. It is 
obvious that these are rather problematic and arbitrary decisions. Still, only creating such an 
overarching framework makes it possible to speak of incrementality.   
In economic history, the dimension on basis of which pace of change is captured is 
quite easily found in the form of real, historical time64. In economic modelling, however, this 
is a problem. Hodgson (2001) has noted the absence of real time in neoclassical economics, 
arguing that it knows only logical time. New institutional economics, maintaining much of the 
neoclassical formal structure, has basically the same problem. Although North sets out on his 
project claiming to solve the neoclassical neglect of history, he does not provide a theory that 
incorporates real time either. In fact, North basically takes over the neoclassical framework, 
then adding institutions as a way to deal with history and geography. Whereas neoclassical 
economics has difficulty with differences between societies, North maintains that differences 
between societies and economic systems should be understood as differences in institutions. 
What makes the Ugandan economy distinguishable from the German one is a different set of 
institutions; what differentiates Western Europe, 1000 AD from the current Europe is, in 
North’s framework, a set of institutions as well. If the main difference between the past and 
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binding time-space, which shows through the fact that the notion of progressive time is relatively recent (Baars 
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the present is the institutional framework, it follows that history should be understood as 
institutional development. In other words, North does not so much develop a theory about 
differences in real space and real time that can be explained with institutions; rather than that, 
he defines space as institutional difference, and history as institutional development. This is 
the real meaning of the statement “the past can only be made intelligible as a story of 
institutional evolution” (North 1990, vii). There is still no real time and space anywhere in his 
theory; there is only institutional time. The consequence of that, however, is that it makes no 
sense anymore to speak of incrementality and pace of change of institutions, since the 
development of institutions is what defines the pace. Also, institutions cease to explain 
differences in economic performance between societies, since institutions are what makes a 
society different from another in the model.  
In other words, the ideas of incremental change and embeddedness as understood in 
new institutional economics are highly problematic. Although many of the ideas put forth in 
new institutional economics are useful, they suffer from a lack of reflection on key issues 
such as geography and history, taking these as objective givens rather than as social structures 
themselves65.  
In the end, the result is that NIE constructs a theory in which key concepts—markets, 
culture, history—enter as assumed givens in the analysis. Markets are always and universally 
there, albeit often latently; history and culture are given facts specific to the society in 
question. They are connected by seeing the specific context, i.e. the historical and cultural 
‘facts’ of a society, as constraints imposed on the universally given market. Apart from this 
construction of embeddedness in terms of certain behaviour under constraints, there is little in 
the way of meaningful theory to be found in NIE. The construction of either markets, culture, 
or history is ignored, as these are taken to be givens by the theorist. The way in which they are 
related to each other, moreover, is questionable.  
With regard to markets, it has been argued here the presentation of it as a ‘natural’ 
attribute of society is liable to questioning. The same goes for history—the history North 
deals with, and its connections with present action, is clearly a construction along his 
argument of institutional evolution. More in general, one could maintain that the way history 
enters current behaviour is contingent upon present structures and ideas rather than a given 
fact. By presenting the cultural and historical context as a given constraint, new institutional 
theory closes off certain avenues for action. The way new institutionalism thinks of cultural 
and institutional heritage entering present decisions is therefore subject to debate.  
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In this chapter, the basic behavioural model of new institutional economics has been 
discussed, together with its ideas about institutional change. It has been argued that new 
institutional economics shares the characteristic of neoclassical economics that it analyses 
social phenomena in terms of choice under constraints and deviations from latent, desired 
end-states. The emergence of markets is merely a story of pushing back the boundaries, 
imposed by constraints due to transaction costs. This is a problematic point of view, however. 
Basically, the point is that, while choice amid constraints might arguably be an 
acceptable angle to analyse decision-making when it refers to the relation between ends and 
natural circumstances, social constructions certainly cannot be confronted as givens. One 
could translate this insight to the issue of knowledge and learning. While ‘the natural 
environment’ might contain true knowledge, which can be learned so that one improves one’s 
knowledge, the social environment consists of structures that are only true if people make 
them so. Truth, at the very least with respect to social phenomena, is therefore not something 
that can be interpreted as given either, so that individuals cannot be considered constrained by 
lack of true information.  
The problem of endogenous constraints is one that any neoclassical-inspired theory 
sooner or later runs into. It has often been solved by adding a level somewhere where the 
neoclassical or new institutional arguments stop to apply. However, this is a solution that is 
not very consistent, let alone elegant. In the end, a confrontation of ends with limited means is 
not a useful framework to analyse the emergence of social phenomena.  
However, this does not mean that there are no constraints or, rather, structured actions. 
Rather to the contrary, it has been shown that in the case of markets, they are made up of 
‘constraints’ that constitute them. These constraints do not limit possibilities of individuals, 
but they define the environment which the individual is able to act upon. Without the 
‘constraint’ of property rights, it is impossible to engage in market behaviour, for example. 
Interpreting constraints as the stuff institutional arrangements are made off seems a more 
promising way forward than focusing on latent markets obstructed in their becoming manifest 
by transaction costs, as North wants it. Basically, the point made here is that the market, as 
any aspect of social reality, is made up of institutions and that we need to confront it as such, 
instead of ascribing a special, natural status to it.  
More in general, this discussion of the new institutional debate has shown that there is 
a fundamental trait in new institutionalism that repeatedly puts it into a problematic position. 
As new institutional economics calls attention to institutions, it always does so in search of a 
theory representing a pre-given structural reality. Although institutions are socially 
constructed, they are placed within a theoretical structure that consists of concepts and 
mechanisms considered to be either universal, natural or inherent, specific realities. Thus, we 
see that institutions, as rules of the game, exist next on top of a (latent) market or of bounded 
Economics Goes to Bed 
 
 61 
rationality, which are for some reason not considered to be human-devised structures. We see 
that there are socially constructed institutions that allow societies to deviate from the 
structural law of evolution to efficiency. These institutions, although constructed socially, 
cannot be changed at will because they are nested in the deeper, given facts of culture and 
historical legacy. Fundamentally, the problem seems to be that the idea that the economy 
functions in a social context has not been taken to mean that the economy is part of that social 
context, and is thus itself historically and institutionally constituted. The ambiguity of the idea 
of embeddedness hits us at full force here. The structural behavioural laws of the economic 
(physis) operate within a social, cultural, and political context (nomos); the economic is 
something separate from, but embedded in. However, the idea that behaviour and social 
structures are contextual constructions would, if one were consistent, carry over to economic 
principles. In the end, institutionalism inevitably has the methodological consequence of 
abandoning the perception of theory as representation of pre-existing structures in reality; it 
has to view economic principles and institutions as contingent social constructions 66. This 
means that ‘institutional economics’ is in fact a pleonasm; there can be no economics that is 
not institutional. Markets are social constructions, rationality is an institution, and efficiency 
is a social norm. In fact, the very idea that the economic would not be institutional can itself 
be seen as an institution, since it constitutes a rule prescribing the way in which we confront 
our ‘economic’ decisions and ideas. Any institutional theory proclaiming otherwise will find 
itself constantly in search of arguments why certain allegedly structural laws do not apply 
under specific circumstances, rather than explaining economic phenomena in positive, 
constructive terms.   
With regard to institutional development, this problem is obvious. The main research 
question (and consequentially, the answer to it) of North (1990) is entirely framed in negative 
terms. Arguing that he seeks an explanation for divergence, North’s theory merely provides 
specific circumstances supposedly causing an absence of convergence. Instead of developing 
a theory of unequal development, North constructs a theory about stagnation and lack of 
development. Such an approach only reproduces the idea that convergence would in principle 
be the expected pattern, which North takes to follow from Alchian (1950). Moreover, 
approaching historical and cultural legacies as given constraints, North is not able to provide 
convincing arguments as to why people would actually be constrained by them. The argument 
coming closest—that of symbiosis—ultimately cannot explain why the past should matter for 
a societal choice of institutional arrangements either. It goes by on the point that institutions 
are behavioural structures and do not exist outside their moment of reproduction by individual 
agents. Therefore, there is nothing in the symbiosis argument precluding a choice for a 
complete institutional overhaul (at most, in its stress on the interdependence of various 
elements of the social system, the argument would say that nothing but such revolutionary 
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change would be possible). Therefore, any continuity between past and future must be sought 
in present institutional structures that bind them together.  
In general, here it is stated that institutional development can only be explained on 
basis of an analysis of the way agents act upon the past to bring about certain future-states. 
Therefore, we need to analyse history, cultural context, and markets from the point of view of 
present action, not as given, structural facts that constrain action. Development needs to be 
seen as constructed in the present, by agents acting now. Such a view, which brings back the 
constitution of institutions and structural principles to the agent creating them in its behaviour 
seems a more promising way forward than analysis in terms of constraints, natural, latent 
markets and rationality, and historical laws that exist a priori. It is the starting point for the 
alternative theory of embeddedness and institutional development that is developed in Chapter 
3.   
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3 Thoughts before Bed 
Theory about Embedding Structural Change 
 
Introduction 
The preceding chapter has investigated the way in which new institutional economic theory 
has constructed embeddedness in its thinking about institutions and institutional change. It 
also has highlighted some difficulties with this approach. Most notably, although new 
institutional economics is concerned with the role of socially constructed institutions, it does 
not recognize markets, history or a society’s cultural context, nor the way they interact, as 
contingent social constructions.   
As a result, new institutionalism ends up being a theory in which practically all that is 
to be explained is assumed. Development and economic behaviour is a story of universal 
market principles, constrained by the limiting factors of history and culture, both of which are 
assumed given for any particular society. It has been indicated that a view of markets as 
universal, and of history and culture as given constraints is problematic and lacks convincing 
arguments. It is by no means clear from the points made by North or Williamson why history 
or culture would indeed govern present decisions.  
This chapter will take the investigation of new institutional theory further still, 
discussing the meaning and impact of the way new institutionalism constructs embeddedness. 
Doing so, an alternative framework from which new institutionalism can be reflected upon 
will be sketched. It will be informed by a vision of social reality as entirely consisting of 
social constructions. This requires a reinterpretation of the concept of scarcity and the 
behavioural model built around it by neoclassical and new institutional economics. Doing so, 
an approach is possible that analyses embeddedness from the point of view of a theory of 
action rather than as structural constraints. That is the first task of this chapter. Having created 
a framework from which institutions can be understood, we can turn to the question that 
originally inspired this undertaking; how do institutions develop? Seeing the structures 
governing institutional change themselves as social constructions proves a fruitful starting 
point for an alternative framework on basis of which ideas of institutional development can 
assessed. Such an analysis rests upon a view of institutions and behaviour that is more 
constructive and fundamental than the one envisaged in neoclassical and new institutional 
economics.  
The chapter will be divided into two parts. In the first part, an alternative framework 
for addressing institutions and embeddedness will be developed. In the second part, the thus 
derived insights will be used to develop an alternative theory of institutional change. It will be 
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argued that history itself ought to be seen as an institution, which has important implications 
for the possibilities and directions of institutional change. In particular, it will be argued that 
the reproduction of history in acts performed in the present can be analysed in the same way 
as other instances of what will be called structuration.  
3.1. An Alternative Theory of Institutions  
A. THE CONSTITUTION OF CHOICE  
Agency, structure and meaning 
In the previous chapter, we have seen that new institutionalism tends to assume markets, 
imposing the historical and cultural context as given constraints upon it. Such a view is 
problematic because it on the one hand maintains that social structures arise from individual 
action, but on the other hand argues that they are exogenous to individual action. In addition, 
the idea of markets and rationality as latently existing natural qualities of society and 
individuals has been argued to be questionable. More in particular, the contrast between a 
(latent) market structure and other structures only entering as constraints does not make clear 
what sets the market apart, and how in a world exclusively made of constraints, social action 
is still possible. In other words, it can be argued that neoclassical—and in its footsteps, new 
institutional—economics fails to address the constitutive qualities of social constructions, 
such as institutions, focusing unduly on constraints. 
The point of that argument goes beyond merely disqualifying certain existing ideas 
about markets and economic rationality. What the argument really shows is that, without 
limitations structuring the environment, no choices can be made. Limitations, represented by 
budget restrictions in neoclassical theory, thus are not only restrictive but, to the contrary, 
incapacitate individuals to do things in the first place. Institutions enable (Searle 2005). They 
do so by providing a certain structure to the world, which is a necessary requirement for 
individuals to act since in a world without structure, there is no link between desires and 
outcomes. If one wishes to perform social actions, there must have been social mechanisms 
created which make that certain behaviour will have certain results. Without such social 
arrangements—structures—the possibilities for any individual are limited to action based on 
physical mechanisms; what one is able to do with one’s own body within the context of the 
natural environment. Such an individual will only posses some physical power, but no social 
power at all. In terms of social power, “the liberation of being able ‘to do as you want’ would 
result in being able to do nothing—the story of Babel” (Haugaard 2003, 94). Social power 
only arises when agreed structures bring intentions and results together. For such a link to 
exist there must be limitations to the possible world states after a certain action is performed, 
so that actions acquire recognised meanings. In other words, limitations to agency are 
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required for agency to exist67. This point has been extensively put forth by Giddens (1984) 
and Haugaard (2003), following many of the ideas presented in Heidegger (1999). 
Object- and Subject-Centred Theories  
To Giddens, a main problem of social sciences is indeed the divide between 
individualistic and structuralistic social theories—or subject- and object-centred theories, as 
Giddens calls them—which in his view stems from the Cartesian division between the subject 
and the external world. The way to overcome the tension between the various social theories 
is to abandon this Cartesian view in favour of a Heideggerian perspective, claiming that the 
subject constitutes the world in its act of ‘Being’. Basically, it is denied that, as Cartesian 
philosophy holds, the subject is a separate substance from the world, able to exist without it, 
or vice versa. The subject is not simply an interchangeable part of the world, however. The 
subject stands out amid other beings by the fact that it is the only being that is reflexive on its 
own being. A stone is not aware of its own being, whereas the subject does. The basic 
difference between the subject and other beings is that the subject is to itself, whereas other 
beings mainly are to the subject. The fact that a stone does not understand its own being but is 
only understood by the subject means that the subject constitutes the stone as a being, making 
the subject the source of being. The main implication of this thought is that the distinction 
between modelling/knowing and acting by an individual is abolished; “knowledge is not 
incidental to what is actually going on, but constitutive of it” (Giddens 1990, 14). Our actions 
follow our models of the world, and thereby validate them.  
In this interpretation, the ‘world’ should be seen as a relational network. Since the 
world does not exist without the subject, objects have no intrinsic meaning in themselves. The 
meaning an object ‘has’ is the meaning it acquires through its position in the world, in relation 
to other beings and the subject. For example, the summit of the Matterhorn has a meaning 
only in relation to the rest of the mountain as it is known by the subject; taking the top off 
would not result in the Matterhorn having to go through life as a ‘summitless’ mountain 
(Barnes 1988). This has two implications. First, when the subject structures the world around 
it, it also gives meaning to the world. Since meaning is dependent on a beings position in the 
world, structure and meaning are inseparable. Secondly, if the world is a relational network, 
the subject, in its constitution of the world, also defines itself within this relational network. 
Thus, the constitution of the world and the constitution of the subject are one and the same 
process. In the terminology of Heidegger, Being is always Being-in-the-world; the subject 
cannot be separated from the world it constitutes nor can the world be separated from the 
subject (Heidegger, 1999, 80-82). Another way of seeing this is through the fact that what 
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makes a subject exist as a subject is that it has agency. Agency requires relations, since 
without any relation between intention and outcome there can be no meaningful action; 
agency exists only in a relational network. That means that the process in which the subject is 
constituted indeed is the same process in which the relational network is constituted. Giddens 
calls this process structuration (Giddens 1984). Through structuration the subject acquires 
agency and constitutes the world as a relational network. The divide between object-centred 
and subject-centred theories is solved by this theory, since structure and subject become 
inseparable. Moreover, structures do not have a life on their own in Giddens’ theory, but exist 
only in the moment of their reproduction. A structure is basically a way to act, which 
obviously cannot exist outside any particular action (Haugaard, 2002, 146)68.   
This invalidates the ideas of ‘information costs’ and bounded rationality with respect 
to the social world, which presume an objective existence of social phenomena. These ideas 
are untenable for the straightforward reason that any convention or social mechanism that is 
known to nor acted upon by people simply does not exist. Institutions and social relations in 
general exist only in the actions of people, not in any way by themselves; what is more, they 
only exist when they are reproduced. As Giddens phrases it, “the basic domain of study of the 
social sciences, according to the theory of structuration, is neither the experience of the 
individual actor, nor the existence of any form of societal totality, but social practices across 
space and time. Human social activities, like some self-reproducing items in nature, are 
recursive. That is to say, they are not brought into being by social actors but continually 
recreated by them via the very means whereby they express themselves as actors. In and 
through their activities agents reproduce the conditions that make these activities possible.” 
(Giddens 1984, 2)69 
Structuration and Social Power 
What then is this act of structuration? “Structure…refers, in social analysis, to the 
structuring properties allowing the ‘binding’ of time-space in social systems, the properties 
which make it possible for discernibly similar social practices to exist across varying spans of 
time and space and which lend them ‘systemic’ form. To say that structure is a ‘virtual order’ 
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fundamental level, arguing that agency itself arrives through structuration, which is, if nothing else, more 
consistent.  
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 One implication of this insight is that the idea of bounded rationality is also the wrong way around. Fully-
informed rationality implies actors who have certain preferences about a given set of possible courses of action, 
each with given outcomes. In other words, rationality assumes a strongly structured world, in which it is entirely 
clear what the consequences of any actions by the individual will be. All kinds of social mechanisms and 
conventions are thus imagined before the rational decision is made. Bounded rationality, on the other hand, 
indicates a situation which is less firmly structured; in which it is not entirely clear what an individual can do, 
because it is uncertain how others will react on its behaviour. By any means, therefore, ‘bounded rationality’ is 
actually less bounded than rationality, which indicates a situation of complete and uniform structuration.  
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of transformative relations means that social systems, as reproduced social practices, do not 
have ‘structures’ but rather exhibit ‘structural properties’ and that structure exists, as time-
space presence, only in its instantiations in such practices and as memory traces orienting the 
conduct of knowledgeable human agents” (Giddens 1984, 17). In other words, structuration 
can be interpreted as the act of adding some degree of generality to a performance (‘binding 
time-space’). Structuration, then, always entails some degree of abstraction. For example, in 
giving money to the apple-seller expecting an apple in return, I reproduce the abstract, general 
relation between giving money to the apple-seller and getting apples. Also, I bring any past 
and future acts of buying apples in connection with this present act, creating a sense of 
continuity and offering building blocks for a comprehensible view on the world. Without me 
thinking such general relations, my act would make no sense. Hence, the process of 
structuration can be seen as a process of creation of social power70. Social power exists 
because there are structures through which one does things. If I want an apple, I go and buy 
one, for example. However, this action will get me an apple only because it is structured. I do 
not simply act in a completely random manner, hoping it will suddenly bring about something 
that fulfils my desire. On the contrary, I will act in such a way that I know will get me apples 
in this society. The fact that social behaviour is structured, so that the way I act corresponds to 
a type of behaviour I know is likely to get me an apple, is what allows me to fulfil my desires. 
It allows me to do so, because this structure of behaviour is what gives my actions meaning. 
Were behaviour not structured, my act of buying an apple would come down to some weird 
guy giving away a coloured piece of paper, somehow expecting an apple and some small 
pieces of metal in return. However, because I reproduce certain structures in my act of 
handing over coloured pieces of paper in the context of a fruit-shop, it acquires the meaning 
of paying for an apple. Another, more extreme example of this process is language. Without a 
structure, it would be just a meaningless utterance of sounds; with a structure, it enables 
people to communicate and co-operate with each other.  
These characteristics of structures strongly correspond to what North understands by 
institutions, rules of the game. However, this also makes clear that North’s definition is 
somewhat bleak and incomplete. If social reality is entirely made up of structures, to equate 
structures and rules with institutions seems misguided. Hodgson (2004, 2) is more specific 
when he defines institutions as “systems of established and prevalent social rules that 
structure social interactions”. Thus, not any rule is automatically an institution. This matches 
Giddens’ interpretation, making a distinction between structures and institutions, arguing that 
institutions are a particular kind of structures. According to him, we can conceive “of 
structural properties as hierarchically organized in terms of the time-space extension of the 
practices they recursively organize. The most deeply embedded structural properties, 
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implicated in the reproduction of societal totalities, I call structural principles. Those 
practices which have the greatest time-space extension within such totalities can be referred to 
as institutions” (Giddens 1984, 17). Institutions, then, are those structures that are 
exceptionally structured, with a strong amount of universality; the difference is more a matter 
of degree than kind. Structural principles, on the other hand, seem to correspond to what is 
understood by culture in North’s or Williamson’s embeddedness models; the deepest level of 
structures, or institutions, which determine what a society is. All these concepts are 
fundamentally similar in kind, however; as they all point to the process of reproducing 
transformative relationships in our actions, which make actions meaningful and effective.  
The Construction of Constraint 
Structuration can thus also be interpreted, differently, as the process of constructing 
scarcity. In creating general principles and establishing what can be done, structuration also 
lays down what cannot be done. By reproducing the idea that certain relations apply over time 
and space, we create the set of opportunities with which individuals are confronted defining 
and limiting the set of choices. Limiting, here, is to be understood solely in the sense of 
reproducing a certain structure, at the expense of potential others. The reason for scarcity in 
structuration theory is that thinking of relations as flexible ceases to be structuration, and 
hence, ceases to empower subjects to engage in meaningful actions. Therefore, we need to 
perceive structures as general, or exogenous.  This is what incapacitates people to do things 
beyond the immediately physically possible, “to realise predictable outcomes through the 
reproduction of meaning” in social life (Haugaard 2002, 309)71. If people would be able to act 
in just any manner, they would not be able to do anything; perhaps in a certain sense they 
would be free, but also completely powerless72.  
This is an important point, for it shows how structuration always involves a kind of 
‘self-deceit’. In order to create social power, structuration means binding time-space, in 
Giddens’ terminology. That means thinking certain relational structures applicable to many 
circumstances, such as ‘in our society, we do things like this’, or ‘when I give money, I can 
take the apples’. The social power created is dependent on the generality of the produced 
structure, or the degree of structuration. If the relation involved is highly specific in time, 
place and person, it does little in binding time-space and brings about little power as a result. 
That is why in a world in which only personalised exchange is possible, welfare will be 
relatively low. General principles, with greater time-space extension, create more social 
power. This, although he does not use the terminology of structuration theory, is something 
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acknowledged by North; “the overall stability of an institutional framework makes complex 
exchange possible across both time and space” (North 1990, 83). As pointed out, however, to 
think such general principles rules out thinking such principles as being flexible. A norm, for 
example, when considered not to be general to some degree, ceases to be a norm; it is just an 
opinion on a specific matter. Similarly, a practice would not be a practice but merely a 
specific act; a value would not be a value but just a sentiment; and an institution would not be 
a rule of, but part of the game. It is by their perceived inflexibility that such concepts create 
structure and power. On the other hand, structures are not objectively there; they merely exist 
in their moment of reproduction, and hence could in principle be altered or replaced anytime. 
This idea, that we could just as well structure differently, is necessarily ignored or disguised 
for structuration to be effective. Without it, there would not be society, but merely powerless 
anarchy73.  
Erasing the methodological divide 
As has been pointed out, the idea of structuration was meant to overcome the divide between 
object- and subject-centred theories. Giddens prefers these terms above structuralistic and 
individualistic, although it seems he has this divide in mind. However, these divides are by no 
means necessarily synonyms. Although methodologically individualistic theories tend to 
naturally equate the individual with the subject, such an equation is not so obvious any more 
when one takes on the Heideggerian approach followed by Giddens. Where we have talked 
about subject, Heidegger uses the term ‘Dasein’, referring to the Being that is aware of its 
own being; although we perhaps might translate this as subject, such a translation obscures 
the non-personal element of the original term. In this idea, ‘Dasein’ is the source of truth and, 
if one follows Giddens, is the element acquiring agency through structuration. As a 
consequence, modes of existence are inseparable from systems of meaning, structures, or 
systems of thought. However, if we are talking of a subject inseparable from a system of 
meaning or thought, we are not necessarily talking about a subject that corresponds to the 
physical unit of the individual anymore. An individual can take on various modes of 
structuration, thus becoming various subjects; an individual can be in various ways. This is a 
point observed often in anthropology, when discussing individual’s identities. As Eriksen has 
noted, “empirically, social identities appear fluid, negotiable, situational, analogic (or 
gradualist) and segmentary. It is therefore an empirical question whether different identities 
are mutually exclusive” (Eriksen 1993, 158). Practically speaking, dependent on the context, 
one may assume an identity, and corresponding social structure, based upon gender, race, 
ethnicity, network etc. Each of these shifts amounts both to a shift in structuration and the 
structures reproduced, and to a shift in who one is within the world. 
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 More precisely, not so much powerlessness in general, but the absence of social power. Physical power would 
not directly be affected.  
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The divide between object- and subject centred approaches in the social sciences is 
thus indeed solved, but not through making subject and structure inseparable, as Giddens 
maintains. Rather than that, the divide is eliminated by putting forth a concept of subject that 
makes it rather irrelevant. If the subject is inseparable from the system of thought, and the 
subject does not correspond to the physical unit of the individual, there is no apparent reason 
to speak of the subject in addition to systems of thought and meaning anymore. Ways of 
structuration, systems of thought, or systems of meaning ought to be the prime focus of 
analysis, with individuals as their carriers. In this respect, Foucault is justified in advocating 
the death of the subject, and reorienting on systems of thought (Foucault 1980, 117). 
B. THE CONSTITUTION OF INEQUALITY 
Power and Power Distribution 
Structuration involves the creation of social power. Institutionalisation, as a stronger form of 
structuration binding time-space to a greater extent, brings about a high degree of social 
power. Highly general structures of social life enable one to engage into meaningful and 
purposeful interaction over time and place. Thus, abstract and complex interaction becomes 
possible. However, any creation of power automatically implies a creation of a power 
distribution. Particular forms of structuration do not empower everyone equally, for example 
by awarding certain individuals the identity of Brahmin and others of Untouchables.  
Goals and Structures 
To see how structuration is connected with differences in empowerment between 
individuals awarded different positions within a structure, we need to view social behaviour 
as consisting of two elements, namely structures and specific goals (Haugaard 1997; 
Haugaard 2002)74. Individuals have choices within a structure; that is, given a certain system 
of knowledge (and thus being a certain subject), they can and want to do several things. 
However, in addition to that, in their behaviour, individuals reproduce one structure, and in 
that, they have a choice of structures. This may not be so obvious, as a choice of structures in 
this framework entails a choice of identity. However, in anthropological literature about 
identities, their strategic use is often stressed; it is argued that people often shift in identities 
depending on what identity is most advantageous given a certain context (Case 1996). 
Although individuals thus make choices of structure, it should be recognised that the 
preferences on basis of which they seek to influence structures are not characteristics of the 
individual existing prior to structuration. Preferences can be defined as articulated desires. 
However, the act of articulation already requires agency and a certain structure. Put more 
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 The perception of individuals as carriers of various optional systems of thought and structuration allows us to 
make this distinction; individuals can acquire different identities, structuring differently, which changes the 
subject but not the carrier of subjects in its condition as carrier.  
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simply, to translate unarticulated desires into preferences requires a model of reality, as 
preferences apply to goods one knows to potentially exist. Therefore, the individual should be 
seen as a carrier of potential subjects whom it can ‘decide’ to be, but this choice can only be 
made by one of these subjects, i.e. from within a structure and on basis of that structure. For 
example, an absolute dictator can change structures in the society, but his behaviour is 
similarly based upon his position within the structure of society as that of other actors. 
Moreover, he could alter structures, but this requires action that entails following the social 
mechanisms the current structure provides (in case of a constitutional dictatorship, he has 
follow the constitution to change the constitution). Individuals might thus indeed choose the 
identity serving their interest best, but that interest is always defined from within an identity. 
One can only evaluate structures from the viewpoint of rival structures. This is inherent to the 
view of the individual as a carrier of potential subjects; the individual is only a ‘casket’, it is 
the subject that makes choices. Given this observation, however, individuals face a choice 
within and of structures. The question is on what basis these choices would be made. To 
answer that, we need to establish the relation between specific goals of a person and 
structures.  
This relation is twofold. On the one hand, as pointed out, preferences follow from the 
structure. Structures set out what an individual wants to do. On the other hand, structuration is 
the process of constituting agency and social power, by creating a relational network. 
Structures thus set out what an individual is capable of doing. In any relational network, some 
things are possible for a certain individual, while other things are not. Now, if structures 
enable people to engage in meaningful action, they do not enable them to engage in all actions 
equally. Fundamentally, this is the case because some actions are part of the structure, and 
hence off limits to a subject. In the structuration of a market economy, I am not capable of 
simply taking any good I need or desire, since such an action would be opposed to the 
structuration of a market economy, which would entail recognition of property rights. The 
limitation of possibilities is what structuration is all about, and what brings about agency, as 
Giddens has argued. Thus, structures always have a bias towards certain goals. For example, a 
language will only allow its speakers to say the things for which there are words. Translated 
to a problem commonly discussed in institutional economics, the institution of formal 
property rights to land will enhance an individual’s ability to buy or build a house, since 
formal property rights, among others, introduce the possibility of getting mortgages (De Soto 
2000). 
If a structure always displays a bias towards certain actions or goods at the expense of 
others, the individual’s preference for institutions can be derived from the individual’s 
specific goals. In case an individual has a strong preference for housing, for example, (s)he is 
likely to endorse a structure recognising formal property rights of land. Without a form of 
structuration that recognises formal property rights to land, this person is not capable of 
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satisfying her desire for housing as much as (s)he would have done had (s)he structured in a 
way recognising property rights. In general, if there is a mismatch between structures and 
specific goals, a person is not able to satisfy much of her preferences. If the match is good, the 
person is capable of achieving a high satisfaction level. In this sense, structures always 
represent a power distribution. If preferences are taken to differ among individuals, in any 
system agents will exist for whom structures and goals correlate more than for others. Since 
an agent for whom structures and goals correlate relatively strongly is capable of fulfilling 
more of her preferences, the bias in structures towards certain goals translates into a structural 
bias towards certain people. These people have more capacities, or more social power in that 
structure; they can be said to be dominant. The system of meaning of money, for example, 
provides a good illustration; the meaning given to money within the structure of a market 
economy enables some people—the ‘rich’—to satisfy their preferences more than others. The 
degree of correlation between structures and goals for a person we can define as that person’s 
degree of dominance within that system. It indicates to what extent a certain structure 
empowers a subject to do what (s)he wants. If this degree of empowerment is highly skewed, 
we speak of a strongly unequal power distribution.  
Knowledge and Dominance 
It is important to recognise that the dominant position of some persons is something 
inherent to any structure, and thus an inseparable part of all aspects of a structure. In this 
respect, remember that structuration was not only the process setting out what one can and 
cannot do, but it was also the process of constituting the subject and giving meaning to the 
world. Thus, the dominance present in a structure is also inherent in the systems of meaning 
attributed to the world, and in the constitution of the subject. With regard to the latter, it 
should be observed that “the individual is not to be conceived as a sort of elementary nucleus, 
a primitive atom, a multiple an inert material on which power comes to fasten or against 
which it happens to strike, and in so doing subdues or crushes individuals. In fact, it is already 
one of the prime effects of power that certain bodies, certain gestures, certain discourses, 
certain desires, come to be identified and constituted as individuals” (Foucault 1980, 98)75. 
Even more intriguing than the fact that domination is already present in the constitution of the 
subject, and “reaches into the very grain of individuals” (Foucault 1980), is perhaps the fact 
that domination is an inseparable aspect of knowledge and meaning.  
As has been pointed out, knowledge and meaning do not consist of objectively 
knowable facts, certainly not when it comes to knowledge about the social world, but of facts 
that are self-validating. If people hold the view that social behaviour has a certain form, they 
will behave in that way. By exhibiting that behaviour, they subsequently validate their initial 
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 Note that Foucault does not distinguish between individuals—the potential modes of being—and subjects—
the actual mode of being. For this reason, where Foucault speaks of individuals in this quotation, I would use the 
term subjects.   
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ideas about behaviour. Whatever meanings an individual attributes to actions, and whatever 
knowledge one has about the way the world behaves thus will be “valid and ‘consonant with 
social experience’ only when it has been learned. Where knowledge is self-referring it must 
also be self-validating. A membership must learn it in order to become what it correctly 
describes” (Barnes 1988, 46). For example, money will only be money if we think of it as 
money, and it is used as such. Structures should therefore be seen as self-validating systems 
of thought and knowledge; for the domination inherent in them naturally goes the same. What 
is more, as structures exist only in their moment of reproduction, structures reproduced by 
subjects in dominant positions are naturally more self-validating than others. An example we 
will encounter in the case-study of reforms in the Philippines serves to illustrate this; the 
prediction made by the hugely influential Cardinal Sin that “Cory will sit out her six-year 
term or my name isn’t Sin” (Sin 1987, 22) could be more readily be interpreted as a demand 
coupled with threat than as a mere prediction.  
When systems of meaning and knowledge are self-validating, they are also essentially 
contingent. This insight reflects ideas put forth by Foucault (Foucault 1973: Foucault 1980: 
Rabinow 1984). Which ideas we accept as true and which ideas are rejected as false does not 
stem from any “external position of certainty, …(a) universal understanding that is beyond 
history and society”; rather than that, Foucault calls us to be “highly suspicious of claims to 
universal truths. He doesn’t refute them; instead, his consistent response is to historicize 
grand abstractions” (Rabinow 1984, 4). Doing so, we can see that “there is no experience 
which is not a way of thinking, and which cannot be analyzed from the point of view of the 
history of thought” (Foucault, “Preface to the History of Sexuality” reprinted in Rabinow 
1984, 335). The compelling reason to be suspicious of claims of universal truths, however, is 
not that such claims are inherently ‘false’, for that would imply a rival claim to universal 
truth, but because such claims contain a certain degree of domination. In the simplest form, 
the claim that God exists gives clergy a dominant position in society; the claim that scientific 
procedures are the road to truth gives scientists such a position. Claims of truth, systems of 
meaning thus automatically are structures of domination. In other words,  
“Truth isn’t outside power, or lacking in power: contrary to a myth whose history and 
functions would repay further study, truth isn’t the reward of free spirits, the child of 
protracted solitude, nor the privilege of those who have succeeded in liberating themselves. 
Truth is a thing of this world: it is produced only by virtue of multiple forms of constraint. 
And it induces regular effects of power. Each society has a regime of truth, its ‘general 
politics’ of truth; that is, the types of discourse which it accepts and makes function as true; 
the mechanisms and instances which enable one to distinguish true and false statements, the 
means by which each is sanctioned; the techniques and procedures accorded value in the 
acquisition of truth; the status of those who are charged with saying what counts as true” 
(Foucault 1980, 131); “’Truth’ is to be understood as a system of ordered procedures for the 
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production, regulation, distribution, circulation and operation of statements. ‘Truth’ is linked 
in a circular relation with systems of power which produce and sustain it, and to effects of 
power which it induces and which extend it. A ‘regime’ of truth.” (Foucault 1980, 133).   
Repression and Empowerment 
Although knowledge and truth are thus very much intertwined with domination and 
distribution of power, it would be wrong to interpret power and structure itself as inherently 
negative for that reason. The most common interpretations of power and domination are in 
terms of repression. However, power in the understanding exposed here is not negative, in the 
sense of being repressive. On the contrary, power is in the first place simply the capacity to 
act. Structures imply domination, but they do so because they create power in the sense of the 
ability of subjects to do things. Power may not be distributed equally, which might be 
considered problematic, but power itself should be seen as something positive: “If power were 
never anything but repressive, if it never did anything but to say no, do you really think one 
would be brought to obey it? What makes power hold good, what makes it accepted, is simply 
the fact that it doesn’t only weigh on us as a force that says no, but that it traverses and 
produces things, it induces pleasure, forms knowledge, produces discourse. It needs to be 
considered as a productive network which runs through the whole social body, much more 
than as a negative instance whose function is repression.” (Foucault 1980, 119).  
The difference between the account of power put forth here and more common, 
negative perceptions of power can therefore be related to two things. First, in every-day 
speech, we often use the word ‘power’ when we are really talking about inequalities in power 
distribution. Even though within a certain structure A can exercise power over B does not 
mean that B is powerless or has even a negative amount of power, however. Both can exercise 
power, only A has been ascribed a more authoritative position than B in this structure. It is 
this inequality or repressive nature of a structure that we often hold negatively. But power 
itself refers to the incapacitating effect of structures, which should be clearly distinguished 
from power distributions. Second, power, in the way it is perceived here, is not something that 
certain people ‘have’. Power is always something “not totally entrusted to someone who 
would exercise it alone, over others, in an absolute fashion; rather, this machine is one in 
which everyone is caught, those who exercise this power as well as those who are subjected to 
it” (Foucault 1980, 156). This follows from our distinction between subject and individual. If 
the individual is but a casket of potential structures, the individual has no desires and 
possibilities prior to institutional structures. The constitution of the subject is the same process 
as the constitution of dominating institutional structures. So although a system of meaning 
gives certain people an advantage above others, the identity, capacities and desires of these 
dominant people is a characteristic of the structure. In this respect, recall the example of the 
absolute dictator. It is the fact that people structure in such a way that they give this individual 
more power than others that makes this dictator dominant. Domination, or authority, is thus 
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always something ascribed to someone in the same process that constitutes people’s identity. 
Hence, the political implications of systems of meaning to a certain degree lie beyond the 
distribution of power among subjects. They stem from the insight that “if our being-in-the-
world is inseparable from our interpretation of it, then any system of thought presupposes 
subjection both of certain knowledges and, inseparably from it, certain modes of being. This 
creates an inevitable struggle between knowledges, not simply as roads to truth, but as modes 
of existence.” (Haugaard, 2002, 182). If an individual is perceived as a carrier of several 
potential subjects, domination is present in the fact that some of these structures are 
suppressed, while others are supported by the structures dominant in society. So in fact, when 
talking about domination in the context of structures, we are talking about two forms of 
domination. First, structures distribute power, and thus ascribe a dominant position to some 
actual people within that structure (a king ruling a country for example). Second, structures 
are contingent, and some structures are dominant at the expense of other, rival structures (the 
person being the king might also have been a labourer, a gay right’s activist, a feverish 
collector of oddly-shaped coconut shells—but these identities and associated social structures 
are suppressed in favour of the identity of king and the structure of monarchy). These forms 
are strongly interrelated, however.  
From Subject to Society: the Problem of Consensus 
Thus far, we have only discussed structuration, or the constitution of subject and systems of 
meaning, as processes taking place for individuals in isolation. However, in reality, not every 
subject structures in its own way; if all subjects were to structure differently, structuration 
would not create any social power. Social power requires structuring in the same way as the 
rest of society. If I want to have an apple, I should go to a supermarket, take an apple, walk to 
the cashier and hand over some money. That is the behaviour that is expected from me by 
others in this society; however, structuring in this way would probably not have got me very 
far in medieval France, since different behaviour would have been expected from me to obtain 
apples. In other words, the way I structure should match structuration by others for it to create 
social power76. So, on the one hand structures need to be shared in order to make action 
possible. On the other hand, we have seen that each way of structuration involves biases in 
empowerment towards some at the expense of others. It follows from this that each subject 
has an interest in advocating that structure that empowers them most as the dominant way of 
structuration. This problem can be captured as a kind of ‘chicken game’77.  
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 This is another difference with the ideas put forth in Denzau and North (1994). Where Denzau and North 
argued that individual mental models translate into ideologies through communication with others, here 
something rather the opposite is suggested. Shared systems of knowledge or shared structures are necessary to be 
able to communicate and co-operate with others.  
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 The presentation of this problem in game theoretical terms is quite arbitrary. As we will see, it assumes a 
certain second-order structure governing how to make decisions about structuration. Acting in one’s immediate 
self-interest, however, is by no means a natural way to act. The presentation here is merely to describe the 
problem which would lead to a kind of chicken game if rational self-interested behaviour were to be assumed.  
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Figure 3.1 Dominance in Recognised Structuration 
P2 
P1 
Structure A Structure B 
Structure A Dominance of P1 Anarchy 
Structure B Anarchy Dominance of P2 
 
While structure A constitutes a bias in empowerment towards person 1 over person 2, if it is a 
shared form of structuration, it still empowers both. A situation in which structure B is shared, 
similarly, empowers both persons, although person 2 to a larger extent than person 1. Hence, 
person 1 has an interest in creating a situation in which A is the dominant form of 
structuration, while person 2 has an interest in creating a situation in which B is the dominant 
form. However, if both persons end up structuring differently, no social power at all will 
come about and anarchy will prevail. Nevertheless, unless a kind of ‘second-order structure’ 
emerges about how to play this game that is different from acting in one’s immediate self-
interest, this is the outcome that will prevail. If I can expect others to structure in a certain 
way, structuring accordingly will empower me as well. Structuring my actions in an 
alternative way will not lead to any social power for me, and will result in my behaviour as 
being meaningless and classified as ‘mad’. Because everyone thus will structure actions in 
ways which they expect others will follow, structures become self-validated.  
Structural Conflict and Consensus 
Underneath such a consensus, structural conflict simmers, however. For example, an 
academic like me is likely to prefer an institutional structure that favours intellectualism 
above a structure favouring certain family dynasties, since that gives an academic a more 
dominant position within society. On the other hand, however, my social power increases as 
the way I structure matches the structuration by others. Thus, if all of society structures in a 
way favouring family dynasties, it would not be in my interest to structure differently, even 
though a family dynasty favouring structure would not be in my interest in itself. In other 
words, I have no choice but to reproduce that structure if I want to be able to do anything. 
Hence, in spite of the fact that it would be in my interest to have the family-dynasty structure 
replaced with intellectualism as a dominant structure, my actions validate the family-dynasty 
structure and I am actively reproducing a system that represses me (relatively). Domination of 
one subject over another within a structure thus translates into domination of one structure 
over another. This point is already hinted at in the last remarks of the previous section; 
structures dominate by excluding rival structures and rival modes of being. They can do so, 
because rival structures cannot exist on their own. Structures only exist in the moment of 
structuration, and when producing rival structures does not create any social power for the 
single agent, they will not be produced in the first place. This can be seen as the basis for 
path-dependence; even though a subject may favour an alternative form of structuration, 
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conforming to dominant forms of structuration results in more empowerment than structuring 
in a preferred, alternative way that is not shared by others78. What is will thus be reproduced 
(Bourdieu 2005, 76). Dominant parties “define the regularities and sometimes the rules of the 
game, by imposing the definition of strengths most favorable to their interests and modifying 
the entire environment of the other firms (or actors in general, auth.) and the system of 
constraints that bear on them or the space of possible offered to them” (ibid 76). They can do 
so because their structural dominance gives them the relative power to influence future 
structuration. In addition, ‘repressed’ parties have more to gain from reproducing these 
dominant, unfavourable structures than producing unrecognised favourable ones. The end 
result is that structures tend to be reproduced.  
The Structuration of Path-Dependence 
Path-dependence, however, in this case should not be read as actual historical path-
dependence, and reproduction not as stasis. If it is likely that subjects will structure conform 
the way they expect others to structure, there is no historical imperative in that argument. 
Since structures exist only in the act of structuration, the past does not leave trails in the form 
of structures or institutions. What matters for structuration is not what has been done in the 
past, what matters is what is expected to be done in the present. The past only starts to matter 
in that respect when subjects think of the (perceived) past as determining the present. If 
subjects form their expectations of behaviour of others on a different basis, the same result 
will prevail. Structure is produced in the moment of action and could therefore be produced in 
any form possible. Hence, it is structuration itself which gives some form of structuration a 
dominant, present position in the choice of structuration.  
In its most fundamental form, this can be seen in game theory, which seeks the answer 
to the question how ‘second-order’ structures (structuring how the game will be played) come 
about in the repetition of games played by rational actors (Axelrod 1984). “The fundamental 
theoretical problem underlying the question of cooperation,…the manner by which 
individuals attain knowledge of each others preferences and likely behaviour” (Schofield 
1985, 12) is then solved by assuming rationality and foresight among actors. In other words, a 
structure is imagined linking present, past and future; foresight. Path-dependence then should 
be read as current structuration being dependent on the ‘causal paths’ along which the present 
comes about as imagined by agents, whatever these are. Basically, the issue is how a subject, 
in the moment of structuration, develops the idea that structuring in a certain way is the 
obvious way to structure.  
This idea can come about through ideas of economic rationality being the nature of 
individuals, historicism, or any other idea about human behaviour. Such ideas serve to hide 
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 The point is similar to North’s symbiosis argument, in which he argued that organisations will adopt strategies 
in line with institutions, thereby entrenching these institutions. The main difference is that in North (1990), 
institutions are things that exist ‘out there’, whereas structuration implies that institutions exist only within the 
strategies employed by agents.  
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the contingent character of structures from the subjects reproducing them, creating a sense of 
inevitability about them. However, it should be noted that they themselves represent 
structures that are reproduced and validated by social action as well. Moreover, since they 
validate certain forms of ‘first-order structuration’ (with the dominance inherent in them), 
they also constitute domination. Second-order structures, constituting path-dependence and 
how the game is played, are therefore liable to conflict themselves. Their effect in hiding the 
contingency of structures and creating dominant, recognised forms of structuration then 
depends on their own not being questioned. Only in this way can a structure of path-
dependence make certain actions and institutions of the present inevitable.  
Disguising Domination 
To elucidate this point, consider the second-order structure of economic rationality. It can be 
argued that economic rationality is dependent on its not being questioned, since it cannot be 
economically rational for all subjects to maintain economic rationality. More in general, 
although other structures and actions might inevitably follow from such a second-order 
structure as economic rationality, the inevitability of that second-order structure itself cannot 
follow from it. It must, therefore, be assumed.  
Recall that, following Haugaard (2002) conflicts might emerge over specific goals, 
reproducing structures, and over structures themselves. It is possible to have different specific 
desires, but still agree on the way we should act towards these desires (as in democracy), or 
vice versa (Bin laden financing his organisation through the US stock market for example). 
We could further distinguish between situations in which conflicts override consensus and 
situations in which consensus overrides conflict (Haugaard 2002).  
Now, a society with a dominant structure can be described as a system in which 
consensus over structures overrides conflict over goals. Economic rationality is a good 
example of this situation. It implies that we all have different desires, but that there is 
(assumed) agreement over the structure of our actions, which leads us to engage in ordered 
transactions79. Such a consensus over structures makes economic systems, such as markets, 
viable. This has been the point put forth so forcefully by Hayek (1980); if equilibrium is 
defined as such a distribution of knowledge that subjective predictions equal outcomes, the 
idea of knowledge as self-validating means that equilibrium is a situation in which no conflict 
over structures exists. Other members of society act corresponding to an individual’s 
knowledge about their actions; in other words, they structure predictably. The reason why the 
market, in Hayek’s view, brings about equilibrium is that eventually consensus over structures 
exists, i.e. certain rules are followed (Hayek 1980, Chapter 1 and 2). Consider for a moment 
an economic system in which consensus over structures does not exist. In that case, either 
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every person would structure differently resulting in chaos and powerlessness, or the 
structures of our actions would be entirely forced upon us through violent coercion. There is 
of course a grain of truth in that, market rationality being dependent on state violence to 
secure property rights for example. However, in spite of the role of coercion, it is a fact that 
for most of our daily lives we do not need an armed policeman standing besides us to 
guarantee our control over possessions. Moreover, it should be noted that even the violence 
by the state securing property rights is structured in certain ways. Were violence not 
structured in ways over which there is consensus, there would again be chaos and 
powerlessness, not something like property rights; the example of the evictions of farmers in 
Zimbabwe springs to mind. 
The existence of rational choice therefore requires that consensus over structures does 
exist, in spite of differences over goals. That means that unless different goals might lead to 
identical intentions about structures, the only way consensus over structures might emerge is 
if there is consensus about goals in the long run80. With regard to the first option, since 
structures exhibit a bias towards certain goals, differences over specific goals will always 
translate into differences over structures at some level. As Haugaard writes, “one aspect of 
structures and institutions is that they are…(not) generalized in their productive 
capacity”(Haugaard 2002, 309)81. For example, if we assume rationality and all other 
conditions game theorists have established as necessary for cooperation to govern more 
specific structuration, the outcome might be that a shared structure develops, empowering all. 
However, even in that case, most agents would have been empowered more in a different 
shared structure than rationality brings about, so that the meta-structure of rationality is 
relatively repressive towards their interests82. For this reason, no consensus over structures 
might exist unless there is consensus over specific goals. However, the assumption of 
consensus over specific goals would make the whole idea of markets irrelevant, and the focus 
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 There might be a long- and short run distinction relevant here. For example, it can be argued that we support 
democratic structures even if that opposes our immediate goals, because we feel that in the long run it brings our 
goals closer. Yet, in the long run the point that rationality implies consistency between specific goals and 
intentions about structures still applies.  
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 The reasoning presented here can be taken to represent the more general and important meaning of Arrow’s 
impossibility theorem (Arrow 1951); even if one can devise rules such as to achieve consensus within a system, 
conflict over that system of rules would automatically emerge, since it will represent inequality. Each set of 
social rules will, if effective for governing social relations, favour at least one or more agent(s) 
disproportionately. As a consequence, there is no reason why rational individuals with different preferences 
would accept any decision rule in the first place. Interestingly enough, similar critique has been applied to 
derivation of the Arrow theorem itself; Little (1952) argues that for an individual whose value-based ordering 
figures as an argument in Arrow’s social welfare function, and whose value-based ordering differs from the 
social ordering yielded by Arrow’s social welfare function, it would not be rational to subscribe to the value 
judgment reflected in this social ordering, and hence accept the system. While this critique might invalidate the 
more specific formal conclusions of Arrow (1951), it only supports the more general point that any system of 
social choice and structures fundamentally discriminates against some individuals in favour of others.  
82
 In the example above, repeated games with rational agents might under certain conditions lead to a situation in 
which both structure in way A or both structure in way B. Either of these outcomes represent the most optimal 
situation from an impersonal point of view; however, each of these outcomes also represent dominance of one 
agent’s interests over the other’s.  
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of economics mistaken83. It is also quite absurd, as it denies individual specifity, reducing 
people to structural stereotypes. For this reason, for something like rationality—or any form 
of structuration or institutionalisation for that matter—to exist, some degree of irrationality is 
needed; people need to accept structures that relatively repress them84. They do so because the 
structure of rationality is not deemed subject to rational choice, but is structured as a given 
attribute of human action. This blocks the possibility of structuring otherwise. As was already 
pointed out in a previous section, such ‘self-deceit’ is a necessary element of any effective 
form of structuration (Hodgson 2004, 5)85. This self-deceit does not only disguise the 
contingency and manipulability of structures and institutions, but also their repressive nature. 
Mechanisms of Disguise 
Consensus over structures in spite of conflict over goals can emerge because the 
‘instrumentality’ of the structures, and their bias towards certain goals, is disguised to agents. 
There are several mechanisms for this to happen. First, structures might simply be reproduced 
because they are ‘taken-for-granted’ rather than consciously reflected upon; they are practical 
consciousness, or in the terminology of Bourdieu, habitual rather than discursive knowledge. 
In this case, people will simply not realise the biases towards goals and people inherent in the 
structures, and therefore continue to reproduce them even if that is not in their interest. This is 
a powerful phenomenon that is widely observable. When I am buying my apples, I will 
probably not consider the effect of reproducing the capitalist structure in my act. Most of the 
time, when buying apples, I am not likely to even consider that my act is performed within a 
capitalist market economy, let alone consider the biases such a structure has and the question 
whether it be rational for me to reproduce it. I am just buying apples.  
Reification 
Secondly, actors might be discursively aware that specific structures entail relations of 
domination which disadvantage them, but still reproduce them, because of reification. By 
reification we mean the process of turning social structures into objective facts, placing them 
beyond convention. To understand this, recall that institutional structures can be seen as 
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 It would mean that economics should devote its resources to studying the way to achieve the universally 
shared goal of society, which would be an exclusively technical issue. 
84
 Or more precisely, reproduction is in one’s contextual rational interest, but this interest is constituted by this 
reproduction. Alternative structuration meanwhile might be more empowering. Thinking about social structures 
in such a way takes away the meaning of something like ‘rational interest’, because it focuses on questioning the 
‘rationality’ of the structure of rationality.  
85
 A similar point is made in the phenomenology of Berger, “institutions originate out of human activity 
(behavioral or cognitive) which has become cast into a pattern or habitualized. When these habitualized actions 
come to be commonly recognized by individuals in society as a specific pattern or type, institutionalization has 
occurred.” This is the process of objectivation. When institutions are objectified patterns of human behaviour 
they are internalized by actors; “by virtue of their objectivity they (e.g. institutions) are coercive, but many 
institutions carry mechanisms of social control to enforce their reality”.  However, force as “a system of social 
control is only necessary in so far as the process of institutionalization is not entirely successful” (Wuthnow 
1984, 40-1). Thus, force is only necessary when structures remain discursive.   
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contingent systems of meaning, or contingent systems of thought. Objects derive their 
meaning out of their relational contexts, so that structures and systems of meaning are one and 
the same thing. These structures are but one of many structures possible. In reification, 
though, an institutional structure is not presented as an option, but as “representing a view 
from ‘nowhere’—truth, nature or (more usually in the past) tradition and the word of God are 
perceived of as solid rock beyond the vicissitudes of the merely conventional, hence arbitrary 
world of cultural constructs” (Haugaard 2002, 305-6). This process follows closely on the one 
Giddens calls disembedding—“the ‘lifting out’ of social relations from local contexts and 
their rearticulation across indefinite tracts of time-space”, which he identifies as one of the 
key elements of modernity (Giddens 1991, 18). Institutions are ‘de-particularised’ as it were, 
and attributed validity independent of the local context, agents or time; they are transformed 
into universally valid, objective structures. The argument that a specific institutional structure 
is true regardless of context both serves to make it valid throughout changing circumstances 
and contexts, thus giving a certain stability to a system, and to defend it by disguising the 
contingent character of the structure. When truth is thus used to reify social structures, it 
causes a “closing up (of) the structures—and hence, meaning—because it effectively makes 
other actions producing rival structures ‘mad’” (Haugaard 2002, 306). To advocate a rival 
structure means denying the truth, and denying the truth is of course ‘mad’ behaviour. The 
domination inherent in the structure is not so much disguised, as it is in habituation, but the 
structure itself becomes dominant, excluding alternative structures. We are aware of the 
institutions effects on power distribution, but we deem them inevitable since the institutional 
structure is not an option but a natural fact.  
Much of the work of Foucault has been concerned with unravelling reified structures, 
by historicizing grand abstractions (Rabinow 1984). One example is Foucault’s “History of 
sexuality”, in which the repression of sexuality is questioned. It is a more or less accepted fact 
that historically, sexuality has been repressed in our society; numerous accounts of such 
repression serve to underline this idea. However, in his history of sexuality, Foucault does not 
take the question ‘why are we repressed?’ as a starting point but rather “Why do we say, with 
so much passion and so much resentment against our most recent past, against our present, 
and against ourselves, that we are repressed?” (Foucault, The History of Sexuality, reprinted in 
Rabinow 1984, 297). Reposing the question in this light highlights the claims of truth that 
underscore “a discourse in which sex, the revelation of truth, the overturning of global laws, 
the proclamation of a new day to come, and the promise of a certain felicity are linked 
together” (ibid, 296). The accepted fact that sexuality has been repressed is part of a discourse 
of liberation that goes beyond sexuality itself, and transforms references to sexuality into acts 
of individual liberation. Simultaneously, moreover, one could argue that it is almost casually 
asserted that a liberal attitude towards sexuality is somehow the natural state of mankind. All 
these assertions of facts are not genuine facts, or at least deserve some careful scrutiny, but all 
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serve a political function in that they endorse a certain institutional structure as inevitable 
(because it is true). This can occur because of the fact that, in the words of Nietzsche, truth is 
“a mobile army of metaphors, metonyms, and anthropomorphisms—in short, a sum of human 
relations, which have been enhanced, transposed, and embellished poetically and rhetorically, 
and which after long use seem firm, canonical, and obligatory to a people: truths are illusions 
about which one has forgotten that this is what they are; metaphors which are worn out and 
without sensuous power; coins which have lost their pictures and now matter only as metal, 
no longer as coins.” (Surber 1998, 187).  
Essentialism 
Another mechanism that effectively stops social structures from being perceived as contingent 
is essentialism. In this case, social structures are represented as inherently present in a certain 
concept, reflecting the ‘essence’ of, i.e. are necessary to the definition of it. For example, 
essentialism is present in the reduction of Malay people to an ‘essential’ idea of what it means 
to be Malay. Alternatively, consider the distinction that can be made between gender and sex. 
Many (if not all) of the roles and characteristics attributed to men and women are socially 
constructed. However, to a large degree this social construction of the roles of the sexes is not 
acknowledged; instead, often such traits as being caring are said to be inherently feminine, i.e. 
part of what it means to be a woman. A female that is not caring, in that case, is then said to 
be not a real woman. This is a clear illustration of essentialism, and the way in which it 
disguises the contingency of power relations. “If certain power relations are perceived as 
socially constructed then it is implicitly the case that they need not be as they are. In order to 
stabilize social relations against this form of social deconstruction, and effective strategy is to 
claim that power relations are not cultural but, rather, reflect a reality outside of the ‘merely 
social’ and, consequently, ‘merely conventional’. If male-female relations are beyond 
convention, any normative debate is bypassed (it is irrelevant if domination is unjust) because 
any attempt at change is irrational, or even perverse, since it runs counter to the immutable 
reality of the physical world.” (Haugaard 2002, 206). Nationalism and ethnicity are similar 
phenomena. Certain traits and ways of behaviour are denied to be social constructs that might 
have been otherwise, but are presented as naturally following out of a certain characteristic, a 
geographical area in the case of nationalism. To say that Dutch are cheap is an example of 
essentialism. The difference with reification is that it is explicitly recognised that certain 
structures in themselves are not universally true—cheapness is not an objective universal 
attribute of human beings—but it is only maintained that certain structures are naturally true 
for a specific group of people. One could dub essentialism, analogous to Giddens’ 
terminology, the process of embedding. However, this should not be seen as an opposite of 
disembedding discussed earlier. As embedding is the process linking certain institutions to 
certain characteristics of groups, these links themselves are universalised through time-space. 
The symbolic tokens involved have standard value and are interchangeable across a plurality 
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of contexts, but serve to denominate a specific group. In other words, embedding implies not 
so much locally specific knowledge and structures, but the universally accepted fact that 
certain groups exist and can be characterised by certain institutional traits; the symbol of a 
crescent moon, for example, denotes a specific group but it is universally accepted to be so. 
One might even argue that essentialism—embedding—is a specific case of reification, or a 
process necessarily following on disembedding. Embedding involves the ‘rearticulation’ of 
social relations after they have been lifted out from their local contexts. Nationalism, for 
example, has not so much to do with specific local knowledges that historically coincide with 
national boundaries. Rather than that, it is the embedding of certain social relations, 
previously disembedded from the various local contexts that have come to make up the 
nation-state, into a constructed local context called the nation.       
The common element in all three cases (habituation, reification, essentialism) is that 
choice is not applied when it comes to certain levels of social structures—at the very least by 
some agents. Agents will reproduce these structures through their actions even though they 
might not be in their interest, because they either do not perceive them as against their 
interest, or do not perceive them to be subject to choice. It is for this reason only that 
simultaneous consensus over structures and conflict over goals can exist. In this sense, the 
assumption of rationality therefore can be said to presuppose a certain degree of non-rational 
behaviour; to not be rational about whether to be rational or not. But more generally, the 
mechanisms of reification, habituation and essentialism are indispensable from any social 
system. These ‘limits to rationality’ make sure that subjects stop ruthlessly promoting their 
preferred structure, which would result in chaos and conflict. Giddens captures this thought by 
pointing out that disembedded structures always require a great deal of trust (Giddens 1991, 
19), because agents have to be able to rely on the reproduction of structures by many others, 
even though conflict would perhaps be more likely given their interests. This trust is possible 
precisely because an agent does not perceive conflict about these structures to be likely; (s)he 
trusts others not to disagree with what is considered obviously true.  
Categories of Disguise: Culture and the Market 
The reinterpretation of the concept of embeddedness as a mechanism to disguise the 
contingency of structures of empowerment and inequality, thus supporting domination, has 
consequences for the topic of culture and development. First, it sheds a new light on the 
concept of culture.  
In Chapter 1, it has been argued that the definition of culture is constitutive of the idea 
of embeddedness. For that reason, we have refrained from imposing any a priori definition of 
culture on this investigation of embeddedness. That does not mean, however, that we cannot 
say something about what it means to label things as culture.  
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In spite of a lack of specification what is meant by the concept, culture is a very 
widely used term, in social science as well as daily life. Moreover, it is often used in 
combination with concepts like institutions. These institutions are defined as the rules of the 
game, the socially constructed rules of a society. They are taken to include religion, norms 
and values etc. The conceptual distinction between institutions and the concept of culture is 
then not at all clear; although it is rarely unambiguously defined, it generally is taken to mean 
something very similar to what has been defined as institutions. Yet, there is one crucial 
difference between what is understood by institutions and by culture. Whereas institutions are 
still considered contingent, or at most, habitual knowledge, culture is taken to be something 
inherent to a specific society. In the definition used by Hofstede, for example, culture is taken 
to be “the collective programming of the mind that distinguishes the members of one group or 
category of people from another” (Hofstede 2001, 9). Thus, culture entails institutions, but 
only those institutions that are considered inherent to belonging to a certain group. Giddens’ 
notion of structural principles as “deeply embedded structural properties, implicated in the 
reproduction of societal totalities” (Giddens 1984, 17) seems to indicate the same thing; 
institutions reproduced in the process of reproducing a specific group or society. In the light 
of the present framework, this insight gets a very interesting twist. It has been shown that 
essentialism, or the embedding of institutions in cultural or historical identity, is an important 
form of structuration. In this process specific institutions are reinterpreted as elements of a 
group’s identity, so that these institutions naturally follow out of the fact that one belongs to a 
certain group. The idea of culture, then, is exactly such a phenomenon. Culture entails the 
linking of specific structures to a certain group characteristic, thereby making them non-
contingent. Culture, in other words, could be defined as essentialised social structures86. It is 
“a term of differentiation that separates ‘us’ from ‘them’ through the construction of general 
characteristics that are meant to define, and mark off, a given group or collectivity vis-à-vis 
another group or collectivity” (Hau 2000, 126).  
It follows that any analytical framework about the embeddedness of institutions in 
culture is problematic, since culture does not mean anything prior to embeddedness. 
Embeddedness is inherent in the idea of culture and vice versa; introducing the concept of 
culture is essentialising institutions. Therefore, institutions are not embedded in culture, 
institutions become culture when they are embedded.  
Thinking of categories as culture, institutions and economy as attributes of a reality 
preceding knowledge, might very well be the cause of the fact that economic theory about the 
embeddedness of institutions in culture is still rather underdeveloped (Williamson 2000). 
From the perspective sketched here, new institutional economics basically asks the wrong 
question when it comes to embeddedness in culture. Not the relation between culture, 
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 In this respect, it is interesting to note that Hofstede’s definition of culture indeed precisely reflects the point 
about embedding following on disembedding; culture is the specific/inherent to groups or societies, whose 
existence and boundaries are realities beyond questioning.  
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institutions, and development should be studied, but the question why certain institutions are 
called culture and what influence that has on development.  
Similarly, the other half of the relation focused upon in debates about culture and 
economy, economic behaviour, is commonly reified. Lionel Robbins’ formal definition of 
economics as the science dealing with rational choice under conditions of scarcity denotes as 
‘the economic’ a certain type of behaviour. This type of behaviour is deemed ‘rational’, 
normal, and natural in a certain sphere. Whereas in earlier economic theory this sphere of 
applicability was still more or less bounded by common substantive definitions about ‘the 
economic’, with the work of Chicago economists like Gary Becker (Becker 1973; Schultz 
1975), new institutional economics, and rational choice sociology (Coleman and Feraro 
1992), theory increasingly focused on the economic aspect of all behaviour. In this process, 
‘economic’ theory sought to show that (1) rational behaviour provides a universal model for 
analysing human behaviour, implying that economic rationality is natural to humankind, and 
(2) that economic rationality generally leads to outcomes that are beneficial to all if 
everything is left to the market, given a definition of welfare based upon rationality. The 
tendency in economic analysis to approach markets as the opposite of government 
interference adds to this idea of markets as something natural. For rationality, the same goes. 
To act in another way than rationally is, literally, irrational, which might be translated simply 
as ‘mad’ or at the very best, stupid. The concept of bounded rationality clearly conveys this 
message; it basically says that the only reason people do not act rationally is because they are 
too ignorant. The same message comes across both in the normative and positive application 
of neoclassical theory, in different ways. In normative neoclassical analysis, it is argued that 
rationality, causing efficiency, is the unambiguously preferred way of acting. Positive 
neoclassical analysis says that it is the natural way to act. In both cases, rationality is given a 
sense of sublimity, lifting it above rival structures, and presenting it as something 
incontestable. In spite of the fact that what has been defined as rationality is, in essence, 
simply one among many optional structures of behaviour, this type of behaviour is presented 
as natural, inevitable, and objectively desirable. The consequence is that in neoclassical 
economics the market economy is perceived as, under most circumstances, objectively 
desirable, a conclusion automatically following from the truth that people naturally behave in 
a certain manner. Thus, a certain structure, with all its biases and distributive aspects, is 
presented as true rather than simply as a chosen way of doing things.  
Political Meanings of Constructing a ‘Cultural’ and an ‘Economic’ 
Concepts like the market mechanism and rational behaviour award a status of natural 
law to behaviour and structures that is subject to moral and political choices. We do not need 
to behave rationally; but when we consider certain behaviour to lie in the (expansionary) 
sphere of ‘the economic’, rational opportunistic behaviour is considered expectable, natural 
and somehow unavoidable. It is this point, probably, that leads Ankarloo and Palermo to 
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accuse “Williamson, with his ideological understanding of the nature of capitalist institutions 
as efficient solution to market failures, (of being)…himself an institution of capitalism” 
(Ankarloo and Palermo 2004, 414). The idea of inevitability and efficiency of the natural state 
of the market is an indispensable part of the market economy itself. It has consequences for 
many economic debates; much of these are based upon the assumption of opportunism of 
agents, which is argued to be only natural, making it naive to assume otherwise. 
Subsequently, the accepted ‘fact’ that opportunistic behaviour is natural ‘forces’ one to 
behave in a similar way, because the idea of economic rationality creates prisoner dilemmas. 
We cannot have an economic order based upon the co-operativity and solidarity of people, 
since such an order would automatically break down because of the natural opportunistic 
characteristics of the individual. Thus, a market economy is the only viable option87. What is 
remarkable about this point is that this conclusion is not accepted as a political choice, but is 
presented as a conclusion of scientific analysis; whether we want it or not, it is true. In this 
way, any debate about alternative economic orders is successfully closed off. In a rather 
obvious form, this phenomenon is observable in the so-called Washington consensus. 
Whereas there are compelling reasons to believe that the Washington consensus has to some 
extent been ideologically rather than scientifically inspired, IMF and World Bank provided 
advice and demanded reforms in some cases on the basis of the logic of the Washington 
consensus being true. No country could escape the fact that the only way to develop was 
through the market, making certain reforms not so much desirable, but simply necessary88. 
Political debate about such reforms was closed, and they entered the realm of technocratic 
expertise. Since the definition of economics of Robbins would theoretically be applicable to 
any sphere of behaviour, the interesting questions again are when and why structures and 
behaviour are deemed subject to economic mechanisms, and what the consequences of this 
attribution are. Given that rationality and the market mechanism are forms of reification, there 
is a need to investigate when this reification is applied, just like we need to investigate when 
and why the kind of essentialism invoked in cultural embeddedness is applied.  
The answer to these questions that has been given here is unambiguously ‘power’. 
Transforming institutions into culture, by essentialising or embedding them, is a process that 
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 The view that the market exhibits reification is made in another way by Polanyi, arguing that “a self-regulating 
market demands nothing less than the institutional separation of society into an economic and political sphere” 
(Polanyi 1944, 71). Durkheim makes the same point: “L’économie politique classique a créé un monde 
économique qui n’existe pas, un Güterwelt, un monde isolé qui demeure à jamais identique à lui-même et au sein 
duquel les conflits entre des forces purement individuelles sont régis par de lois économiques immuables” (cited 
in Swedberg 1994, 72). In other words, in the market economy, the market is de-contextualised, and placed in 
the realm of universal principles rather than specific, situational social institutions.  
88
 It has to be noted that the fact that the Washington Consensus is a rather obvious example of the reification 
common in economic debates has to do with the fact that it has by no means been the most successful example. 
In fact, the stance of the IMF and World Bank throughout much of the 1980s and 1990s has been criticised as 
being ideologically motivated. More extreme examples of reification include the idea of markets itself, but, 
naturally, the more successful reification becomes, the less obvious it is. If it were accepted that the Washington 
consensus were scientifically rather than ideologically derived, that would indicate the completion of reification 
rather than its absence.  
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successfully closes off structures, defending them from attacks from rival structures. If 
driving on the left side of the road is transformed from being a simple historical twist of fate 
into an integral element of British national culture, it becomes that much harder to change 
such a rule. Similarly, positioning institutional structures in the realm of the economic makes 
them to strong degree inevitable and natural. Such rules furthermore clearly have winners and 
losers; British car manufacturers develop a niche in the car market, while continental drivers 
are more likely to be involved in accidents when driving in Britain. Also, people controlling 
many goods or with easy access to the judicial apparatus benefit from institutions like formal 
property rights and the working of the market (De Soto 2000). An uneven power distribution 
is both a consequence and cause of embedded structures. Dominant people will be able to 
close off those structures that are in their interest, thereby enhancing their dominance. The 
ascription of cultural or economic character to certain structures is an effective ways of doing 
so.  
C. CONCLUSION 
To summarise, social structures are created in human acts, thus making meaningful and 
purposive actions possible. Such structures are essentially contingent; they can be altered at 
any time. However, since the degree of empowerment of structures hinges on the degree to 
which a specific form of structuration is shared by others, structures are to a certain extent 
self-validating. When enough people think a structure like ‘stacks of green paper can be 
exchanged for apples’, this becomes true. Moreover, the self-validating character of structures 
increases when the person reproducing the structure has a more dominant position within 
society. Thus, structures are circularly linked to power distribution and dominance. For 
institutions and structures in general to empower successfully, they need to disguise their 
contingency to a certain degree. Hiding their contingency entrenches certain forms of 
structuration, including their associated power distribution. This can be done either through 
habituation, reification and essentialism. Whereas new institutional economics, if anything, 
has devoted attention only to the former (in the concept of bounded rationality), theoretically, 
the latter two are most interesting, since they indicate a structural form of disguise. The 
concepts of economic rationality and the market mechanism are clear examples of reification, 
whereas the concepts of embeddedness and culture (or for that matter, ethnicity and 
nationalism) are examples of essentialism. The classic trichotomy tradition, command and 
market (Heilbroner 1999) should be reinterpreted in this light. While this categorisation has 
been very popular in analyses of economic systems, in many variations—Polanyi (1977, 35) 
speaking of (norm-based) reciprocity, (state-led) redistribution and (market) exchange, or 
more recently, Gelauff (2001) classifying transactions into cooperative exchange, control and 
competition—the underlying trichotomy is actually that of essentialism, discursive 
knowledge, and reification. Tradition indicates essentialised structures, state control places 
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structures in the discursive, political realm, while the market reifies. As these insights turn 
much on new institutional theory on its head, it is interesting to investigate what they imply 
for institutional development and change. This is what section 2 will be about.  
3.2. An Alternative Theory of Institutional History 
A. SOURCES OF CHANGE  
As has been argued in the previous chapter, the arguments put forth by North about path-
dependence are in themselves not sufficient to explain divergent development patterns. The 
fundamental reason is that North accepts a mechanism towards convergence, focusing on 
finding reasons why this (sometimes) would not apply. A more constructive interpretation is 
to rephrase ideas of symbiosis and mental models in terms of social power as constituted by 
institutional structures. Whereas in the symbiosis argument as developed by North 
organisations have preferences and capabilities prior to the institutional framework, the ideas 
set out in the previous chapter make clear that (organisations’) agency is constituted in the 
moment of structuration. Hence, structures are produced which put some agents at advantage. 
The stability of the system does not emerge because organisations have adapted their 
strategies to prevailing institutions and hence do not have incentives to change institutions, as 
North wants it. If switching strategies and institutions does not affect the characteristics of an 
organisation, there is no reason why it might not switch from one path to the other. However, 
if we interpret the point in terms of the theory developed in Chapter 3, changing institutions 
will affect at least one characteristic of organisations, namely their relative social power. 
Hence, some organisations have an incentive to do so—the ones lacking power under current 
forms of structuration—while others—the powerful—do not.  
As a consequence, in a process of institutional change, continuity arises in terms of 
power distribution. A specific form of structuration brings about a specific power distribution, 
which the ones on top want to maintain or expand. As pointed out, moreover, structures are 
self-validating, but are validated disproportionately by the subjects to which more authority is 
ascribed. If Madonna has a new outfit, the impact on what is considered fashionable will be 
far more significant than if I have one, for example. In other words, the power to influence 
reproduction of structures is distributed analogous to the power distribution brought about by 
present structuration. This means that a stability of power distribution is likely, or at least, that 
power distributions can be expected to develop following a sort of ‘inverse Rawlsian 
principle’; only those changes will occur that do not affect the position of the best off 
negatively. This does not preclude institutional development itself, since it can be in the 
interest of the powerful to change institutions at a given time. However, it does point out that 
institutional change is likely to follow and be shaped by the interests of the powerful.  
Interestingly enough, the reverse also applies. Whereas institutional change is likely to 
occur in combination with stability in terms of power distribution, changes in power 
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distribution are likely to occur in combination with institutional stability. The reason for this 
is that revolutionary actions seeking changes in power distribution become an action by 
basing themselves upon mechanisms of cause and effect existing in the present society. 
Deriving their power to change distributions from existing structures, revolutionaries 
inevitably reproduce the social structures they seek to overthrow. In the hypothetical case that 
I would want to overthrow the Dutch government and impose dictatorial rule, my best 
chances for doing so would be to get myself democratically elected, thus supporting Dutch 
constitutional structures. Where both institutional and power distributional change is 
attempted simultaneously, it will most likely result in movements that are socially too weak to 
bring about any change. 
This is a more interesting interpretation of North’s idea of continuous change. Change 
is always continuous in some aspect, since, if it were not, it would lack the structural 
principles that allow us to speak of change instead of chaotic, unconnected occurrences. 
However, these second-order structural principles themselves are contingent, and the 
continuity of continuous change is a constructed one. This continuity can exist in the form of 
power distributions, which is likely in the case of institutional change, or institutional 
structures, which are likely to be reproduced in revolutions or coups. In either case, a 
continuous framework is constructed from which to assess changes. To be able to speak of 
change, we need a transcendental structuring principle constituting the history in which 
change occurs. This idea demands a reinterpretation of the role of institutions in economic 
history.  
B. DEVELOPING HISTORY 
Imagined Histories 
As noticed, although the idea of incremental change is a problematic and flawed concept, it 
has a strong intuitive appeal. There is a reason for this. It has been argued that the birth of 
philosophy started with Socrates finding that “most persons tended unthinkingly to hold firm 
opinions about existing values, practices, and institutions that made these nomoi appear to be 
as stable and unchangeable as the natural phenomena of physis” (Surber 1998, 2). Yet, 
Socrates also already showed that this idea is generally not valid. As has been noted, this 
misconception stems from the fact that informal institutions and culture have by definition a 
certain quality of pretended universalism in them. What we perceive as a practice, norm or 
institution, we perceive as such precisely because we think that they are age-old and 
universally applicable. However, the fact that we perceive practices, norms, and institutions as 
fixed does not automatically mean that they are. This point has been extensively put forward 
by the literature following Hobsbawm and Ranger’s classic volume The Invention of 
Tradition (1983). Their point, which is in line with Foucault’s ideas about truth as social 
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construction, is that presenting institutions as age-old, fixed constraints serves both as a way 
of adding legitimacy to certain specific rules or opinions, and as a way of people to cope with 
intensive changes. Various examples are cited in which ‘age-old’ traditions are created in a 
very short period of time and often for clear political or economic purposes; a good (though 
disputed) example is the traditional image of Santa Claus, having been created by the Coca-
Cola advertisements. This is not to say that informal institutions are changing all the time, but 
it does indicate that continuity of informal institutions is by no means an iron law. 
Discontinuity does occur, a theme extensively discussed by Foucault (Foucault 1973; 
Foucault 1980; Rabinow 1984), but a characteristic of discontinuous changes of informal 
institutions is that they have a tendency to ‘rewrite history’, because informal institutions 
cannot exist without at least a veneer of anciennity. Thus, after a transition in informal 
institutions “things are no longer perceived, described, expressed, characterized, classified, 
and known in the same way” (Surber 1998, 211-2). For these reasons, intuition should 
probably be mistrusted in case of the idea that informal institutions and culture typically 
change slowly89. Hence, in addition to the fact that differences in the rate of adaptation do not 
solve the problem of scarcity, a case for such differences has yet to be made.  
The mechanism behind this is structuration. When the subject defines itself in the 
world, it defines itself in time and space. In other words, structuration always entails the 
creation of history and geography. In a way, this is an insight acknowledged by North, 
maintaining that “present and future are connected to the past by the continuity of society’s 
institutions” (North 1990, vii). However, this should be taken far more literally than North 
probably meant here. Institutions make up the constellation of causal relationships that relate 
the present to past and future; it is these ‘trans-historical’ concepts that bring about history as 
a unified process (Hodgson 2001). This is in line with our interpretation of path-dependence 
as present structuration being determined according to second-order structuration; the past 
matters for the present in so far as agents consider the past as determining the present in their 
moment of structuration. If past, present and future events are structured in a certain way, 
history comes about90.  
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 Lal uses one other semi-intuitive argument, but this does not convince either. Lal argues that ''factor 
endowments are likely to form an important basis of material culture. Given the operation of the universal 
economic principle in this sphere, adjustment to changes in the material environment are likely to be fairly swift. 
By comparison, changes in the other component of culture, cosmological beliefs, are likely to be slower and 
prone to sudden jumps'' (Lal 1998: 17). Different things are compared here; a change in reaction to a given 
change in material environment is compared to a change in cosmological beliefs, not to a change in reaction to a 
given change in cosmological environment. It is quite likely that cosmological beliefs would change rather 
quickly if God would descend from the heavens and reveal him- or herself to mankind. However, such changes 
in the cosmological environment are not common, and hence cosmological beliefs are rather stable. Likewise, 
however, the fact that material beliefs do seem to change rather gradually by comparison can be brought back to 
the fact that sudden ‘catastrophic’ changes in nature are much less common than small non-structural changes. It 
says next to nothing about the inherent rigidity of beliefs themselves. Once the cosmic environment starts 
changing, cosmic beliefs might very well turn out to be a whole lot more flexible than material beliefs.  
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 Even literally; Landes (1998, 49) discusses the revolutionary character of the mechanical clock in Europe. 
This lay not so much in the technology used as in the fact that it was a digital device. The mechanical clock 
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In North’s theory, it is institutional development which creates linear time, not only 
connecting but also making it possible to speak of past, present and future (which in the pure 
neoclassical framework do not exist after all). In other words, North’s introduction of 
institutions in economic theory should be seen as a form of structuration itself; binding time-
space by inventing a continuity of structures. The idea of history, after all, consists of two 
separate ideas. First, one has to think the past and future as different from the present. Second, 
one has to think the past and future as connected with the present in a linear way91. In other 
words, there has to be a structural relationship in the way the past, present and future are 
different from each other. This structural relationship is what binds time-space and creates 
history. The idea of modernisation, for example, involves imagining the structure of a 
dimension with tradition and modernity at its poles. This structure allows for the concept of 
history as modernisation. As noted, the structural relationship binding time-space in North’s 
work is institutional path-dependence. However, this idea acquires something of a hollow ring 
when institutions are defined as simply rather effective structures. History itself is an 
institution, i.e. a structure imposed on events to connect them in such a way that they are 
intelligible and can be acted upon. Since structuration creates history, historical development 
should be analysed from the perspective of the (present) act of structuration rather than as a 
given. History matters, but it is a constructed history that matters, and only in so far as we 
invoke it in our actions. What we need, is an understanding of history as a theory of action.   
Failing to do this, as new institutional theories tend to do, results in analyses that beg 
the most interesting questions. If we take the division into material and cosmological beliefs 
made by Lal as example, the point that the first change more quickly than the latter does not 
illuminate much in itself. The real question is which beliefs are classified as cosmological and 
which beliefs are classified as material. The importance is obvious. As has been argued, what 
makes an institution an institution rather than a specific opinion is its pretension of 
universalism. The distinction between cosmological and material beliefs is made similarly; 
cosmological beliefs are those that are not contingent, standing above time and place. In this 
sense, the assertion that cosmological beliefs are more stable than material beliefs is not only 
mistaking pretension for fact, but is, when doing so, almost a tautology as well. It goes by on 
the question which mechanisms lie behind the transfer of certain beliefs from the material 
                                                                                                                                                        
measured time not as a continuum, as sun- or water clocks had done, but in regular intervals. Until then, the 
church had kept natural time, i.e. with a fixed number of day- and night hours. Depending on the season the 
length of these hours (at least, in our perspective) changed. The new development meant that time was now 
considered as a single but partitioned and abstract process, allowing for historical awareness and for the idea of 
progress.  
This illustrates the point that concepts of time should be regarded as the consequence of our experience of the 
world, i.e. as mental constructs (Whitrow 1988, 186). History cannot be seen as an objective sequence of events, 
prior to such structuration. The duration and sequence of experiences presupposes the experience of duration and 
sequence (Husserl 1928); without a structuring principle linking events in time and sequence, there is no 
experience of duration.    
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 In fact, the development of time awareness in children (learning the Western time concept) has been suggested 
to occur in these two, separate steps (Whitrow 1988, 6). 
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world, in which all is contingent, to the cosmological realm, thereby acquiring an aura of 
universality, or vice versa. For example, we can think of the rule of a king as a divine right, or 
as an arbitrary outcome of the struggle for power. In the first case, the same belief (the king 
rules) is part of the set of cosmological beliefs, whereas in the second case it is part of 
material beliefs. The interesting question is not whether material beliefs are subject to more 
rapid change or not (they are by definition), but why the king’s right to rule in some cases is 
positioned in the cosmological realm and in other cases it is not. Arguably, one of the most 
remarkable and important processes in the institutional development of Europe since the 
Middle Ages is the continuous transfer of beliefs from the realm of cosmology to the 
materialist realm of science. With this transfer, these beliefs came to be subject to a different 
regime governing their adaptations, namely the scientific method instead of scholarly 
theology. The question about cosmological or material beliefs is then basically the question of 
how we imagine histories; what kind of structural principles we impose (God or scientific 
truth), against which we track changes. It is clear that Williamson and Lal’s models of 
embeddedness, presenting a static and non-contingent classification of levels of institutions, 
cannot say anything about that issue, however. Hence, they fail to be of much use as theories 
of institutional development. 
Even more seriously, not addressing history as a theory of action tends to fix particular 
forms of structuration, closing them off. In this respect, critique often levelled against 
mainstream economics that it is a-historical (e.g. Hodgson 2001) requires some qualifications. 
The objection against the neoclassical paradigm that it does not recognise that being is always 
being-in-time is perhaps valid. However, replacing the a-historical image of that rational 
individual with an equally a-historical image of history, cultural and institutional evolution as 
given, time-transcending structures entering the present is not the answer to that problem. A 
particular history might explain events within its story, but it can never explain itself; it is 
simply assumed. Thus, instead of the time-less rational individual as basis of all action, 
evolutionist theories such as North’s assume an equally time-less historical pattern as basis of 
all action. Such evolutionism merely shifts the question from the structures of individual 
action to the structures of history. Action is positioned in time, which is structured by the 
historical pattern; but the historical pattern itself is still not positioned in time. It is only when 
we enter histories as contingent and structured by acts in time that we are able to create a 
genuine dynamic, historicised theory of behaviour.  
Imagined Communities 
Structuration implies imagining history by binding time-space. However, connecting various 
events through structuration always implies imagining a field in which these structures apply. 
When structural principles bind, therefore, they also tend to create boundaries. For example, 
laws bind time-space, empowering people by making social interaction possible, but they do 
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so only in the field of their jurisdiction. Other norms, such as the one that it is normal to wear 
black clothes, lots of make-up and piercings are specific to particular sub-cultures. They 
involve structuration, and hence bind time-space, but thereby create a division between their 
field of application and the world outside, which becomes the other. The point can be 
illustrated by Portes and Landolt’s (2000) discussion of social capital. Social capital can be 
interpreted as ‘mutual bonds within a given community’. The idea that there is something 
which makes people within a community able to cooperate in a structured way with each 
other, also implies that such is not, or at least less possible outside the community. Although 
social capital thus automatically implies a community, to take it as a ‘given’ is mistaken. The 
boundaries of bounded solidarity are politico-economic constructions; an example is the issue 
of ‘Mayaness’, an identity that has little basis in terms of commonality in institutions or 
history, but is nevertheless promoted for strategic purposes by some (Portes and Landolt 
2000, 539). A community of Mayas is thus imagined, within which certain typically Mayan 
beliefs, norms and values apply. Bounded solidarity, and structuration in general, thus always 
requires a sort of embedding in a group; binding social space.  
In this sense, it is possible to distinguish different forms of binding. Structuration is 
possible through placing different people in structural relationships to each other. A family is 
an example of such a form of structuration, and more elaborate examples include clans and 
feudalism. Such structures exist primarily of a network of personal relations between subjects, 
which define who one is (king or serf, mother or son). Such forms of structuration, however, 
do not yet constitute institutions. One has to distinguish between such particularistic 
temporary relations, dyadic ties on the one hand, and institutions on the other. Institutions are 
structures that transcend specific contexts. In contrast to family-type structuration, they are 
essentially impersonal. Institutions, certainly if they are to have the function North and 
Williamson attribute to them, have to have a degree of universality, and abstraction. A rule 
only becomes a rule instead of a choice if it is expected to be repeated in another, imagined to 
be similar situation. This means that institutions bind together time-space rather than people. 
But in order to do so, as pointed out, they need to imagine a field in which they apply. In 
other words, institutionalisation implies imagining a community. The term ‘imagined 
communities’, as coined by Anderson (1991), denotes the point that all communities larger 
than the village level do not so much exist as physically ‘real’ communities. People consider 
themselves part of communities of which they have not met and do not know all the other 
members, yet they think of them as related in some way. In other words, people imagine 
connections and a degree of same-ness with other people whom they do not know. Such 
relations come about through forms of structuration such as thinking in terms of gender, 
ethnicity or nationhood. These are abstract concepts, creating identities, social mechanisms 
which can be acted upon, and boundaries between the ‘us’ and the ‘other’. Nationalism—the 
subject of Anderson’s famous book—is a prime example of imagining communities. What 
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binds one Frenchman with another is not a real, physical connection; it is merely the shared, 
imagined Frenchness. This national character then allows for and shapes a production of 
history that is naturally a national history. Being French means being part of the French 
historical legacy. The French nation puts people in certain relations to one another, bound by 
the laws and structures imposed by the French nation-state as they are. Hence, nationalism 
creates a field of jurisdiction for structures. This imagining of an abstract field in which 
structures apply is what we mean by getting institutionalised (binding together time-space, 
literally). Without that process, actions are just dependent on occasional contexts, like the 
‘rules’ that bound society in medieval, feudal Europe; these rules did not bind time-space, 
they bound people one by one. Rather than invoking general structures in social reality, 
creating rules that were applicable to a wide range of possible contexts that were thus united 
in structuration, they pointed at particular rules for particular, situational behaviour. Hence, 
there is only a very limited degree to which they can be called ‘rules’ in the first place, and 
almost certainly not institutions.  
Institutions, Modernity, and the Nation-State 
Taking this line of argument, there is much in Anderson (1991) to suggest that institutions, 
which ought to be seen as impersonal rules binding together societies, are very much linked to 
the nation-state. The abstract, institutionalised nation-state—as opposed to the dynasty—is a 
modern phenomenon, and institutions are the stuff it is made of. The consequence of that 
argument would be that institutions only have the primacy that is being ascribed to them 
nowadays in a modern, nation state type of society. Dynastic ‘societies’ harbour much less 
social power, since they do hardly create any structural relationships between people beyond 
their immediate environment. Although feudal structures can be quite elaborate, they do not 
provide for structures binding one serf to another; they empower almost only the nobility. It is 
only with modernity, and the emergence of the rational bureaucracy that abstract rules binding 
together people over time and space come to play a role92. Modern bureaucracy presupposes 
universally applicable temporal structures, capable of spanning past, present and future within 
the same, transhistorical categories (Berger 1973, 149). These processes, indispensably linked 
to the rise of the state, can be seen as the institutionalisation of structures; the idea that certain 
structures apply in general to an abstract, imagined community, transcending time and place. 
It has two main effects. First, state-formation and the emergence of the rational bureaucracy 
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 Of course, the difference is far more gradual than this dichotomous picture. Certainly the Roman empire was 
highly institutionalised; so was, in another way, the Church, although it could be argued that one feature of 
Catholicism in the Middle Ages is its yet localised interpretation and the binding though particular persons and 
networks rather than an institutionalised bureaucracy. The same goes for language. More in general, it should be 
noted that the argument here is about modernity as a concept, opposed to an ideal-typical traditionality, not about 
a historical epoch labelled modern times. An essential characteristic of modernity is abstract universalism, 
general rules transcending time, place, and identity. In this sense, the very idea of institutions is modern, i.e. fits 
the concept of modernity. This does not translate into any exclusive historical periodisation of institutions, 
however; modern elements can be found before ‘modern times’.  
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in particular empowered people to an unprecedented degree. This can be illustrated referring 
to the lauded work of Hernando de Soto (2000). De Soto claims that access to property rights 
is the most important step in reducing poverty, because it makes owners of property capable 
of engaging in less costly transactions, gives them access to the formal economy etc. 
However, formal property rights, proper, are nothing but a guarantee of the state to defend a 
person’s control over a certain good. It follows that formal property rights can never be 
stronger than the state itself. Where the state fails, the piece of paper which proves one’s 
ownership of a plot of land is reduced to exactly that; a piece of paper. Hence, if property 
rights empower, they do so because the structure of the nation-state, with its universal 
application of rules within its domain, empowers. It is the nation-state and the institutions of 
which it is made that has made complex exchange possible within its domain, and it is the 
inter-national institutional structure, creating something of an imagined global community, 
that makes complex exchange beyond state boundaries possible. A second effect of 
institutionalisation is that, by creating social mechanisms that do not so much structure in 
terms of personal relations between people, but in terms of abstract, general applicable rules, 
the effects of structuration on the distribution of power is much less obvious. Where 
domination is clear in the case of the landlord versus the serf, oppression by impersonal rules 
is much harder to identify. For example, the Dutch state, which has a reputation for liberalism, 
actually exercises very strong control over most of its citizens. Yet, because this dominance is 
not personal but ascribed to an abstract entity consisting of institutional rules, it is not 
perceived as such. The point that differences in empowerment are less obvious in the 
institutionalised structures of the nation-state translates in a capacity for stronger 
structuration, producing structures with a greater time-space extension, and hence 
empowering further. In the example of the Dutch state, one could even argue that the strong 
control over its citizens the Dutch state exercises is what empowers its citizens to such a 
degree.  
All this means that an effort to analyse historical divergence in terms of institutional 
development, as North seeks to do, is seriously problematic. Firstly, institutions—as opposed 
to structures in general—are connected to modernity, to the idea of abstract man-made 
principles applying to all men equally. This idea has much to do with the so-called monopoly 
of power that characterises the rational-bureaucratic state93. Giddens’ theory (from which 
North (1990) can be seen to be a weak derivative) is presented as a theory about modernity for 
a reason (Giddens 1991). Within history as modernisation, institutionalisation is an essential 
characteristic of modernity, so that institutions cannot serve as an explanation for modernity. 
North’s explanation for divergent development presupposes exactly that which it should 
explain, which might be seen as the essence of modernity—the prevalence of abstract, 
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 Which actually should be called a monopoly of repression, as power is a relational structure that can never be 
monopolised.   
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universal rules applying over time and place, enabling and ordering social behaviour. In other 
words, institutionalisation is the question, not the answer.  
Secondly, as noted, history is defined by structuration. Where institutionalisation takes 
place, a particular concept of history emerges, structured by abstract, transcending principles. 
Instead of positioning events in terms of eras of certain rulers—a very widespread practice—
institutionalisation meant that events came to be positioned on a linear dimension of 
progressive time (Baars 1988). History enters here as a process that is about human 
constructions and efforts; the present is seen as made by earlier human generations which 
stand in connection with us through the institutional structures of history. In other words, 
institutionalisation binds time-space, creating the history within which North seeks to explain 
divergence with institutions. To analyse such history in terms of institutional development 
then amounts to a circular argument, since the history of modernisation is created by 
institutions. History can only be analysed as a structure invented in the present, and rooted in 
the power distributions that current acts of structuration invoke. Histories are to be viewed in 
context. 
The structuration of history as institutional evolution that North promotes indeed 
offers a good illustration of this. The kind of history invoked is that of a structured pattern in 
which past events lead up to present events, known through a dimension of high transaction 
costs institutions vs. low transaction costs institutions, along which societies are assessed. 
There is a standard—efficient institutions, associated with market economies—and difference 
is reduced to deviations from this standard. A clear link with older modernisation theories 
exists, of which it has been said that “the inevitable impulse to compare fused with a strategy 
to classify and categorize according to criteria based upon geopolitical privilege. As a result 
of this principle of classification, societies were invariably ranked according to spatial 
distance from an empowering model that radiated the achievement of industrial and 
technological supremacy and expected identification with it.” (Harootunian 2005, 30). North’s 
evolutionary perspective, creating a unified dimension along which the world is known, does 
precisely this, reducing the lives of ‘others’ to a comparative existence; imperfect markets, 
bounded rationality, high transaction costs. Analyzing societies and history simply as 
deviations from a standard of efficiency, the new institutional economics of North can be said 
to be prescription disguised as description. Where North leaves the door open for counter-
movements along the dimension, it is the descriptive character that loses force, not the 
prescriptive. Efficiency remains the standard, even when some societies evolve away from it. 
As a result, the history is fixed, transcending time and space. Events within the story are 
historicised, but the story itself is not.  
Here, by contrast, it is argued that although any history stresses continuity and 
historical path-dependence within itself, histories might be replaced by other histories. This 
means that institutional change can actually take place rather suddenly, in spite of the 
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commonly asserted statement that institutions only change incrementally. However, when 
institutions do change, they change history as well. Such processes therefore need to be 
analysed from the point of view of structuration rather than a form of historical 
institutionalism, which assumes much of what it seeks to explain.   
Conclusion: Power and the Creation of History 
The question how institutions develop has been rightfully put to the forefront of economic 
analysis by new institutional economists like North. However, as we have seen, many of the 
ideas about institutional development developed by new institutional economists are still 
rather crude and underdeveloped.  
Others, however, offer potentially important insights. Many of the ideas presented by 
North (1990) can be reformulated in ways that do make a lot of sense and are quite 
illuminating. However, such a reformulation involves important steps away from the 
neoclassical or even new institutional framework. The symbiosis argument, for example, can 
be understood as to explain how institutions do not develop toward some external point of 
reference (efficiency, objective truth), but that the standards along which we evaluate actions 
and ideas are institutions themselves, which develop in accordance with lower level 
institutions. Selective, structuring criteria and the history they construe should not be seen as 
exogenous, objective factors, but as an integral part of the institutional framework, reflecting 
or even being the embodiment of that whole framework94. Basically, when the symbiosis and 
bounded rationality arguments are interpreted thus, what is addressed here is the point that 
social knowledge is self-validating. Because of this, differences in institutional structure 
might endure, causing divergence.  
An interpretation in terms of self-validation rests upon a translation of new 
institutional economics into a theory of action and social power. It seeks the explanation for 
historical development of institutions not so much in the past as in the present, where history 
is created. The criteria governing historical development and path-dependence are seen as 
structures reproduced by agents in their actions, not as objective historical facts. If we 
interpret history as structured by a process of modernisation, for example, it is only natural to 
view the world in terms of nations being more or less developed, and addressing explanations 
for differences in income in terms of stagnation and rapid progress. Less developed nations, 
which are more traditional, are governed to a larger extent by rigid age-old structures rather 
than market rationality in this view. It is this structure applied by agents in the present that 
creates divergent historical development paths. The fact that history is constituted in the 
moment of structuration in the present means that although within a history societies 
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 It is for this reason that evolutionary arguments assuming exogenous universal selective criteria reached the 
conclusion that different institutional structures would converge. If selective criteria are the embodiment of the 
institutional structure, and they are the same in all societies, it is impossible to avoid the conclusion that 
institutions should be the same everywhere as well. 
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inevitably evolve towards certain culmination, several histories are possible at any time. 
Property rights in Western Europe, for example, can either be defended by evoking a certain 
Christian-Judaist tradition (cultural embeddedness/essentialism), or by pointing at a long 
development towards the discovery and application of universal individual rights and freedom 
(reification). Both arguments involve highly different histories.  
Whichever history is applied eventually can be understood in terms of power. 
Structures always entail a power distribution. Although the unevenness of the power 
distribution—domination—inherent in a structure is naturally disadvantageous to some, it 
should always be remembered that, although any structure involves domination, absence of 
structures implies absence of power, a situation beneficial to no one. The implications of 
embeddedness on development should be considered in this light. If a society is confronted 
with a mismatch between specific goals and structures, it will not be capable of achieving 
much of its goals. In economic terms, this means its welfare per capita will be very low. 
Adaptation of structures is needed. However, change of structures is equal to absence of 
structure, since where structures can be changed freely they do not constitute any limitations. 
This is a more precise formulation of the problem of institutional change in new institutional 
economics; institutions should be both stable and trustworthy to serve their function, and 
responsive to necessary changes to be efficient. Embedding solves this problem by keeping 
relations between elements of the institutional structure constant while reinterpreting the 
content of institutions. Economy is determined by culture, so economic change occurs 
together with cultural change. Since culture is perceived static, the idea of embeddedness 
means that the economic will be perceived as stable. On the one hand, structural change can 
occur in this way; on the other, it is effectively concealed to have happened to members of 
society because the new structures are deemed transhistorical. If a group of people consider a 
certain type of behaviour and institutions to be inherent to their identity as a group, they will 
behave thus as a group, so that the initial idea is valid. ‘Real men’ exhibit masculine 
behaviour; but masculinity is the type of behaviour of ‘real men’. If men change their 
behaviour radically without giving up the idea of the existence of a masculine type of 
behaviour, the content of masculinity will change analogously. Because of the reified 
character of the structure of embeddedness itself, however, the new content of masculinity 
will automatically be considered universally valid. It is an accepted fact that men’s behaviour 
follows masculinity; then if men behave in a certain way, that must be masculine behaviour. 
In this way, institutional change is disguised through the fact that it tends to rewrite history. 
This way, embeddedness is an effective—if not indispensable—way of precluding the 
breakdown of social power throughout the process of institutional change potentially 
enlarging social power. Embedding in this way can play an important role in development. 
Lack of embeddedness is likely to result in the stagnation or breakdown of social power. In 
the words of Haugaard, the use of essentialism “to ensure predictable structuration is not 
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entirely negative—…chaos does not benefit anyone. Without the routine reproduction of 
structure we would descend into pure meaninglessness, become ontologically insecure and 
unable to make use of the collaborative, consensual, social power which gives us the capacity 
to do things which we could not otherwise accomplish.” (Haugaard 2002, 306). 
The downside of such embedding, though, is that it supports unequal power 
distributions. This might be considered a moral problem in itself, but it is also likely to have 
implications for development. Embeddedness, as pointed out, makes institutional change 
possible when it is needed, by solving the institutional paradox. However, the determination 
of when and which institutional change is needed in a society lies disproportionately in the 
hands of the dominant part of society. As has been discussed, structures are self-validating 
because agents act upon—and thus reproduce—structuration by others. However, subjects 
with ascribed positions of high authority have a much stronger impact than persons of low 
authority, if only because the formers’ acts of structuration are much more witnessable 
throughout society. Interests of the powerful therefore have a disproportionate influence upon 
institutions. These interests do not necessarily overlap with the interests of society in general. 
Basically, one might predict that institutional development is therefore likely to contribute to 
augmentation of per capita welfare and especially the alleviation of poverty, the more power 
is distributed evenly in a society. From this point of view, embeddedness might be something 
negative to economic prosperity. Combined, these insights amount to the idea that there might 
be a trade-off between the promotion of what is presented as local culture and democratisation 
or emancipation, with economic development hinging on the careful balance between the two.  
The ideas developed here adopt a view on history and institutional development that is 
driven by the present, rather than the past (as in path-dependence) or the future (as in efficient 
evolutionism). The past only matters for the future in so far as people in the present act upon 
it. Structures exist only in their moment of reproduction by agents, which implies that, in 
principle, social reality can be created anew at each instant. If agents consider history as 
determining the present, they will act upon it, validating this idea. Whether and how agents 
act upon the present thus depends on the way history is interpreted and, more specifically, on 
the interpreted position of the agent within history. History can be invoked in current actions; 
cultural and historical arguments and considerations, like invention of tradition are rather 
common phenomena. Similarly, some imagined future state can be invoked, as is the case in 
teleological theories about human progress. The core point, however, remains that radical 
institutional change is possible at all time. It might involve the rewriting of history, but there 
is nothing in present or future that determines present structuration. Rather than historical 
culture or inevitable efficiency determining present outcomes, it is the present power 
constellation that determines past and future. These insights will be further substantiated by 
the case-studies of reform processes in Malaysia and the Philippines in the 1980s. Before we 
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turn to these, however, it is necessary to first address the methodological background of the 
framework set up here.   
  101 
4  Methodological Considerations 
 
Introduction 
In the previous chapters, it has been argued that ideas about embeddedness and institutional 
development need to be approached on basis of a theory of agency, opening up definitions of 
culture, history, and the economic and viewing them as forms of structuration in time. 
However, apart from pointing at inconsistencies and problems with ideas of new institutional 
economics, it has not been argued yet why such an opening up of categories in order to create 
a theory of action is deemed important in principle. This could, for example, be defended on 
basis of such a theory being truer, or on basis of other criteria for assessing knowledge. This 
is the first question to be taken up in the chapter. We will explore the epistemological and 
ontological perspectives underlying the story as it is presented in this book, arguing that 
openness and a perspective of subjects as reflective agents is desirable. Secondly, this chapter 
seeks to investigate tentatively how research can be conducted in order to be reflexive and 
supportive of open debate.  
Since such a call for open, reflexive research is necessarily referring to the 
methodological discussion itself as well, it explicitly rejects certain divisions commonly made 
within methodology. For practical purposes, three sub-questions can be distinguished within 
methodology, namely:  
1) The analytical/epistemological question: How does knowledge develop? What 
does it mean? 
2) The ethico-political/critical question: How do we want knowledge to develop? For 
what reason? What kind of knowledge do we want? 
3) The technical/methodological question: How do we achieve the established 
objectives of research? 
It will be convenient to let this distinction guide the way this chapter is structured. 
However, it should be noted that the distinction between these three questions by no means 
implies a division. On basis of the discussion in the previous chapters, there is no basis for a 
separation between the first and second questions. Any way of doing research implies taking a 
position with regard to ‘the politics of truth’; one reproduces certain structures at the expense 
of rival ones. In this sense, all research is normative, as normative considerations about the 
objectives of science shape the research process. In fact, if the question about the objectives of 
scientific research did not in any way influence the way knowledge is developed, 
methodology would be a rather pointless exercise. But the inextricability goes deeper than 
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that, again highlighting the self-referential character of research and methodology. With 
respect to this research project, the epistemological focus upon the construction of contingent 
structures and its relation to social power is both informed by the position that science needs 
to be emancipative and empowering—as it will be developed later in this chapter—and 
provides the inspiration for that position. A different set of objectives would have coincided 
with a different theoretical stress and argument, while a different theoretical argument would 
have led to a different methodological position. That is not to say that the present research 
project can be dismissed as a political pamphlet. Rather, it is maintained that an ethico-
political stance about objectives of research is necessarily always woven through the entire 
research process. Explicit reflection upon that stance can only be considered desirable from 
that perspective.  
As has already been noted, this chapter will be divided into three parts. First, the 
question how knowledge is developed will be addressed. Second, we will enter the discussion 
about the objectives of scientific research. Thirdly, once the objectives of research and the 
ideas about the development of knowledge have been established, the optimal way to achieve 
these objectives can be discussed. The chapter will conclude with some basic insights, which 
can be seen as providing a reader’s guide for the rest of this book.  
4.1. Epistemology 
The first question to be addressed in a discussion about methodology is how knowledge 
comes into existence. It is only after we know what knowledge is and how it comes about that 
we can establish what kind of knowledge we want to develop and how we are to do that.  
The problem of knowledge and knowledge development comes into play in social 
sciences at two instances. First, it is a problem within social science. How individuals derive 
knowledge is an issue that is central to any comprehensive social theory, such as institutional 
economics. People’s behaviour cannot be understood without addressing the way people have 
come to perceive their social environment within which they perform their actions. Second, it 
is a problem about social sciences. It applies to the way theory and insights come about within 
research. At the background of both these questions lies the world itself, the object that is to 
be known. Thus, we can distinguish between three questions: that of cognitive psychology—
how people come to perceive the world; epistemology—how the world is known; and of 
ontology—the question how the world is95. The relation between these three determines the 
meaning of knowledge; what knowledge is cannot be seen apart from the question what it is 
about and how we think about knowledge.  
For each of these questions, there are two positions possible. First, one can maintain 
that pre-given structures govern the topic in question. Or alternatively, one can maintain that 
this is not the case, and that structures—if any—are imposed subjectively. In the first case, it 
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 Often, these fields have been separated. On basis of the preceding chapters, here it will be argued that such 
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might be that a priori structures determine the matter at hand, so that there is no freedom in 
that respect96. In the second case, structures could be wilfully otherwise.  
A. CONTINGENCY IN SOCIAL SCIENCE 
Before discussing the various positions with regard to knowledge development, it serves to 
delve somewhat deeper in these positions and their implications.  
If we state that the idea of a priori structures implies that structures enter as pre-given 
to the agent, and hence could not have been willed otherwise, this result is actually a 
combination of two ideas. It implies that (1) the world/knowledge/cognition exhibits 
structures (laws, principles, forces), which humans act upon and (2) these structures exist a 
priori. It is important to note that the second idea does not automatically follow from the first. 
We can say that the world exhibits structures, carrying social power within them, but that 
these structures are alterable or even a matter of choice. In such an ‘open system’ (analogous 
to Dow 2002, 138), freedom lies in the choice of structuration. Only then, freedom acquires 
any real meaning, since if we see freedom as simply opposed to structures, freedom becomes 
the absence of social power.  
It is only when the idea of structures existing a priori is added that closed systems 
arise. As indicated, this idea can be found on several levels. Starting out with the ontological, 
we can say that the world does not consist of pre-given structures but is an open system, not 
constituted by structural relationships that are universal and inescapable. In other words, the 
world could be otherwise. Alternatively, we can say that the world is a reality governed by 
structures existing prior to the moment of action or knowledge. The idea has been argued to 
be incompatible with human free will and, hence, with any meaningful rationalism (Popper 
1982, 1-2)97.  
On the epistemological level, it is also possible to maintain that the emergence of 
knowledge is governed by certain given principles and laws. These principles and laws can 
either have an ontological basis—the world is governed by universal structures so the way we 
know the world is governed by these structures as well—or have their basis in epistemology 
itself. Rationalism, i.e. the idea that knowledge is structured by reason, is an example of this 
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 One could argue that a third position is possible, which states that structures are neither a priori nor could 
wilfully have been otherwise, but are randomly determined. However, here we are concerned with the opposition 
to what we call contingency. In this respect, both the views of a priori structures and random structures can be 
approached as similar; structures enter as pre-givens to the agent, and could not have been wilfully otherwise. 
Contingency, by contrast, is the position that denies laws or forces to be either, in the terminology of Popper, 
‘natural’, or random, arguing that they are ‘normative’ instead (Popper 1962, 57-59). It is the position that the 
structures of social reality are in principle liable to deliberation.  
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 Poppers position on this is not uncontroversial, however, and depends on the precise definitions of free will 
and exact formulation of the position taken. A long line of thought, which can be traced back to Hobbes and 
Hume, argues that free will ought to be understood as voluntariness, which is not incompatible with the idea that 
a priori structures govern social reality. We can say, however, that this position is incompatible with the idea of 
structures being fundamentally liable to deliberation. If a subject’s will is following a priori structures causing a 
person to will a certain act, it cannot be said that actions and structures could have been willed otherwise.  
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position. When Popper (1982) rejects inductivism, he subscribes to such a rationalist position, 
arguing that structure only comes about through logic and rational argument and does not 
exist in the ‘real world’. Alternatively, one could again maintain that there are no a priori 
structures originating either from the world or from the ratio, but that the world is known 
through concepts, relationships and principles that do not exist prior to the moment of 
knowing. In this case, it should be noted that this does not rule out the possibility that 
structures exist on the ontological level, which then might or might not correspond to the 
subjective epistemological structures. In that case, though, the indeterminacy on the 
epistemological level can be considered an undesirable state, to be overcome as soon as 
possible by discovering the Truth, i.e. the pre-given structures of the world prior to 
knowledge.  
With regard to the domain of cognitive psychology, the same remarks can be made. 
One could argue that the world as it is perceived by individuals is governed by pre-given 
structures, either originating in the a priori workings of the human mind, or in the a priori 
structuredness of reality. One could also succumb to subjectivity or relativity, arguing that 
people hold different perceptions that have no basis in structures existing prior to the moment 
of knowing.  
These various positions and combinations thereof can be found in the debate about the 
development of knowledge. A summary of the possible positions, together with some of their 
respective protagonists, is given in Table 4.1. 
Table 4.1 Positions in Knowledge Development 
 Ontology Psychology Epistemology 
- Economic Rationality A Priori A Priori A Priori 
- Bounded Rationality 
- Inductivism 
A Priori Subjective A Priori 
- Relativity/Subjectivity A Priori Subjective Subjective 
- Rationalism 
- Objectivist Hermeneutics 
Subjective Subjective A Priori 
- Relativism/Subjectivism Subjective Subjective Subjective 
- Structuration Theory 
- Alethic hermeneutics  
Understanding Primary  
 
In this table, a priori refers to the position that structure is given, i.e. is not conditional 
on interpretations or actions that differ among different agents. Subjective refers to the 
opposite; structures are imposed by and specific for one or a group of agents. In this case, 
there is openness, and freedom. 
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From the bottom up, the table can be read as gradually diminishing in such openness. 
Leaving aside the position of alethic hermeneutics/structuration for the moment, pure 
relativism/subjectivism denies any pre-given structures on any level. All knowledge is 
subjective, the way we see the world is subjective, and reality itself is not a priori structured 
either. In short, it is a denial of truth, leaving anything up to the subject. One step up, we find 
the positions of rationalism and objectivist hermeneutics, which claim that while reality is 
undetermined, knowledge is objectively structured. Through rational discussion and reflection 
we can arrive at knowledge that is correct in an epistemological sense—we can understand 
each other, and decide on the right courses of action.   
Further up, relativity/subjectivity comes into view. In this position, reality is 
considered to be a priori structured, but all knowledge about it and the way we perceive the 
world is not. Such relativity can be considered an undesirable temporary state before finding 
the correct epistemological and cognitive structures corresponding to the structures of Truth. 
However, the problem is that in absence of a priori epistemological structures, it is not clear 
what the correct way to know is, and it becomes principally difficult to decide between 
various knowledges. In this case, reality might be structured a priori, but since it refuses to 
reveal itself, it becomes rather irrelevant, except as an unattainable and quite esoteric goal of 
knowledge.    
This is not the case if we move to the positions of inductivism and bounded rationality. 
Inductivism argues that there is a reality structured prior to knowledge; that this reality can be 
objectively known; but that individual perceptions may deviate from the Truth. Again, such 
deviations are considered a temporary, undesirable state, only in this case, it is a state possible 
to overcome. Scientific discovery and its dissemination will obtain True knowledge and 
eventually convert everyone to the Truth.  
The idea of bounded rationality is slightly more complex. North (1990; Denzau and 
North 1994) draws attention to the fact that the individual’s perception of reality is not in full 
correspondence with reality (cognitive subjectivity). He follows Simon in this, who claims 
that “if…we accept the proposition that both the knowledge and the computational power of 
the decisionmaker are severely limited, then we must distinguish between the real world and 
the actor’s perception of it and reasoning about it” (Simon 1986, S211). Thus, there is a 
reality, prior to and independent of human knowledge, which can be observed but never 
perfectly grasped by the individual. Although Simon speaks of the ‘real world’ here, as 
opposed to the actor’s perception, it is not clear whether he is aiming at reality prior to 
knowledge, or to True knowledge about this reality. The same ambiguity can be found in the 
work of North.  
On the one hand bounded rationality might be taken to mean that there is a difference 
between the world and the agent’s perception of the world, because the limitations of the 
human mind imply that we cannot ever acquire a complete, validated picture of reality. It is, 
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however, possible to distil true information about reality. The limited empirical observation 
that we can handle is considered to provide objective facts. We are just incapable of adding all 
available facts up to a correct comprehensive worldview, and have to resort to generalisations 
and assumptions. That is where ideology and mental models come in; based upon the same 
available information, people construct different mental models. The fact that information is 
correct, though, means that we are able to check whether our subjective knowledge lives up to 
the objective facts98. 
On the other hand, North, in his ideas about mental models and ideology, sometimes 
tends towards a position of both cognitive and epistemological subjectivity (especially in 
Denzau and North 1994). Previously held ideas shape the information feedback of the 
individual’s choices, so that there are structural biases in learning. Denzau and North claim 
that “the reception of a message and its interpretation by the listener are strongly influenced 
by the categories and beliefs that the listener already has about the world” (Denzau and North 
1994, 20), a position probably inspired by the necessity for subjective models to explain path-
dependence99. Thus, not only our mental models are subjective, but also the knowledge we 
obtain about the world. Eventually, this would imply a relativist position, in which reality 
might be a priori structured, but in which it is irrelevant since it does not reveal itself anyway. 
North is not prepared to go that far, though. After all, such a position would undermine the 
very concept of bounded rationality. If it is not possible to say what would be rational or 
Truth, bounded rationality and imperfect knowledge lose all meaning. If we cannot know the 
Truth, it makes no sense to speak of deviations from the Truth.  
Rather than that, North is  hinging in between two thoughts when advocating the need 
for shared mental models100 in order to enable communication that will make learning of the 
truth possible (ibid, 20). The notion of learning following a punctuated equilibrium pattern is 
introduced in this respect, with references to the development of knowledge as sketched by 
Kuhn (1970)101. Thus, in North’s vision, on the one hand, knowledge entails idiosyncratic 
ideas and ideologies which need to be shared in order to make communication possible, but 
on the other, through such communication, convergence towards correct knowledge is 
deemed possible—not unlike in Popper’s view. In other words, once people understand each 
other, they can develop True knowledge through dialogue and trial and error. During this 
process, however, learning of the truth can be thwarted by ideologies that distort the 
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 The difference between North’s and Simon’s position on the one hand and that of inductivism on the other, is 
that North and Simon maintain that the individual’s model of reality in principle deviates from reality because of 
limited computational ability, whereas inductivism sees individual perceptions as potentially subjective because 
they do not know the truth yet. One might argue that this latter position describes the neoclassical assumption of 
rationality as well, at least if we accept Friedman’s (1953) defence of the position.   
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 Which limited feedback in the interpretation of ‘white noise’ cannot provide. 
100
 Smartly abbreviated to SMM’s, perhaps to enhance the scientific character of the theory. 
101
 However, what can be taken as the core of Kuhn’s argument—that theories depend on paradigms, making it 
impossible to speak of scientific progress in terms of coming closer to an objective truth—is one step too far for 
Denzau and North, who maintain the duality between objective reality and empirics on the one hand, and 
subjective interpretation on the other. 
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individual’s learning process. There thus seem to be two epistemologies; one about True 
knowledge, structured a priori, and one about ideologically distorted knowledge, structured 
subjectively. Since it is always possible to have True knowledge, the subjective epistemology 
is described in terms like distortion, and should be seen as the mistake of ideologues, 
however.   
Full rationality, finally, goes even one step further. Now, not only the world is 
structured a priori, with knowledge about this world structured by this reality, but also, our 
perceptions structurally correspond to the pre-given reality. The information to be had is not 
only an objective representation of Truth, but all the information can be grasped without any 
problems by all individuals. This position is extremely closed; the individual is not even left 
with the freedom to err. The way an individual perceives the world, the knowledge it acquires, 
and the way the world is, are all completely pre-determined. This a priori structuredness 
allows neoclassical economics to develop models of society based upon individual 
aggregation; all individuals are considered the same with regard to perception, knowledge, 
and the behavioural laws they follow102. When economic rationality enters the scene, there is 
no room for freedom left.     
B. A PRIORI STRUCTURES AND REIFICATION 
Ideas of a priori structures in social science can be considered problematic because they can 
be said to deny human freedom and to reduce individuals to mechanisms following pre-
structured paths. Of course, this is a gradual characteristic; there are intermediate positions 
possible. It is only in the extreme case of full economic rationality that people are completely 
reduced to a structural behavioural function. If one allows for freedom—or better, openness—
on the cognitive psychological level, people have at least the freedom to err. In that case, there 
is objective knowledge of Truth, but people are considered to differ in the extent to which 
they have learned this. The impossibility to act otherwise now has made place for the 
objective undesirability. To see things in ways that do not correspond to objective knowledge 
is simply wrong. Actions based upon such a worldview will be considered mad and to 
inevitably lead to failure.   
The problem is that, as the previous chapters have argued, knowledge, as it is 
structural, prescribes behaviour. If one’s worldview says that economic development can only 
come about through liberalisation, the only thing to do when seeking economic development 
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 One could argue that neoclassical economics is thus in fact not methodologically individualistic, certainly not 
in the defence of Friedman (1953). It might seem that analyses start out from the individual, but they actually 
start out from a structural behavioural principle which reduces individuals to utility-satisfying machines. In this 
sense, neoclassical economics might better be classified as structuralism. This is all the more obvious when the 
representative agent is introduced, imposing the neoclassical-cherished Weak Axiom of Revealed Preferences on 
aggregate excess demand. As Sent (forthcoming, 16) notes “with one representative agent, there clearly can be 
no difference of opinion”; nor can there be any freedom, since the whole society is reduced to one behavioural 
structure. Indeed, some economists have argued that neoclassical theory is opposed to free choice (Hodgson et al 
1994 vol 1, 134; Lawson 1997, 9).  
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is to liberalise. If we lose the assumption of full rationality, people can still act otherwise, but 
that would be considered mad, stupid, and in any case, wrong. It is only when we allow for 
epistemological plurality that freedom in any meaningful way emerges. Then, different 
knowledges arise, each proclaiming different worldviews and prescribed behaviours. 
Although any of these knowledges still determine behaviour, it is possible to switch from one 
structure to another and thus act otherwise. 
Given the serious consequences of a view of structures as a priori given, it is 
worthwhile investigating on what it is founded. If there is an actual basis for it103, it is 
inescapable, whatever one might think of it. For example, one might argue that the idea of 
culture as ultimately setting development paths is objectionable on moral or political grounds, 
for it sentences some societies to enduring poverty and misery (Billig 1994). However, if it 
were True, in the sense of being grounded in the a priori structures of reality, it is a nasty but 
inescapable fact of life. There is no use denying Truth; only a madman would do so.   
If the idea of a priori structures is without any actual basis and reality is potentially 
plural, on the other hand, it can be considered to represent reification. In that case, a 
contingent knowledge and structure is presented as objectively and universally valid, so that it 
becomes impossible for sane people to think or act otherwise. Such a claim of Truth—
reification—means that the structural relations a theory describes become inescapable, 
because they simply are True. Human behaviour is reduced to following these structures, 
leaving no room for alternative actions. In effect, the interpretation is effectively closed-off, 
so that rival interpretations automatically are reduced to distortions, imperfections, 
boundedness, or plain insanity. People will reproduce these structures, simply because they do 
not realise the possibility of alternatives. The potential plurality of realities and knowledges is 
thus undermined.  
C. THE REASONS BEHIND ONE KNOWLEDGE 
To investigate whether the idea of a priori structures might actually be founded or that 
plurality is possible, it is useful to start at the epistemological level. If there is but one way of 
knowing and one valid knowledge, it is possible to correct individual perceptions and bring it 
in line with true knowledge, so that cognitive plurality is ultimately killed as well. The only 
plurality on cognitive psychological level that might still exist is a plurality of complements 
rather than substitutes; different people might know different things. Together they would still 
form one possible knowledge, informing and structuring our actions 
Positions in which epistemology is governed by a priori structures include 
inductivism, bounded rationality and rationality. With the exception of the latter (although 
arguably less so in the case of Friedman’s defence of neoclassical assumptions) these 
maintain cognitive subjectivity. However, it can be argued that such a position suffers from 
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internal inconsistency. Basically, the problem is that the separation of cognitive psychology 
and epistemology is rather questionable. Epistemology, which deals with knowledge and the 
way we acquire it, and cognitive psychology, which deals with our perceptions and the way 
we perceive, are basically about the same questions. The difference seems to be twofold: first, 
one deals only with perception, and hence subjective, while the other deals with knowledge, 
or objective information. Second, whereas epistemology deals with the way knowledge comes 
about and as such is a question about science, cognitive psychology is deemed to be a 
question within science. These are interrelated: science is considered to be about objective 
knowledge, whereas the worldview of lay people, sometimes acting as research objects, is not 
considered to exist of such knowledge, but of subjective perception.  
Two remarks can be made here. The first is that when the separation of cognitive 
psychology and epistemology occurs in part on the ground of the one being subjective and the 
other a priori structured, it follows that in absence of such a difference, there is no reason to 
separate cognitive psychology and epistemology anymore. In other words, the assertion that 
there is objective information and subjective perception creates the division rather than to be 
grounded in it.  Secondly, this division is rather dubious since it holds that different theories 
of knowledge apply within and about social science. While it might be worthwhile to make a 
distinction between knowledge and knowledge about knowledge, it does not do to separate 
them and develop different theories about them. Unless one does not see social science as a 
social act and researchers as people, this is hardly defendable.  
A third ground for division might therefore be proposed, following the lines of Popper 
(1959), in the difference between theoretical knowledge and empirical observation. 
Theoretical ‘knowledge’ exists of hypotheses and emerges from creative, psychological 
processes, about which rationality and logic cannot say much. Empirical observation, on the 
other hand, is to be applied to theoretical knowledge, and subject to rational questioning and 
thus structured a priori. A similar distinction can be derived from North’s writings. Observed 
facts are objectively true, but the models individuals construct on basis of them are subjective. 
These mental models are the object of cognitive psychology, while the validating them on 
basis of correct information is the object of epistemology. However, if the available 
information is unambiguously correct, it is not clear why individuals would be as unwise as to 
not leave it at that but construct flawed, subjective models on top of it in the first place. The 
only reason for that would be that these are the source of ideas with which to engage 
empirical observation in order to obtain true knowledge. Indeed, empirical falsification is 
about reflection upon the validity of knowledge, rather than knowledge development itself. 
However, that would imply that subjective models direct the learning process, and as such, 
have an epistemological meaning. Even explicitly empiricist researchers like Glaser and 
Strauss acknowledge that “the researcher does not approach reality as a tabula rasa. He must 
have a perspective that will help him see relevant data and abstract significant categories from 
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his scrutiny of data” (Glaser and Strauss 1977, 3). In this sense, empirical observation and 
theory cannot be separated; “empirical statements depend on theories, and theory in turn on 
paradigms” (Habermas 1973, 162). All empirical facts through the human act of knowing are 
theory-laden104, just like, obviously, all theories are empirics-laden. More fundamentally, the 
remark made before applies here as well; when the separation of cognitive psychology from 
epistemology is founded on the assertion that the former deals with subjective perception and 
the latter with the structures of the ratio, one cannot ground this subjective-a priori distinction 
in the difference between psychology and epistemology. That leaves us with no reason to 
separate cognitive psychology from epistemology.  
If there is no basis to develop separate theories of cognitive psychology and 
epistemology, it follows that either (1) epistemology-cognitive psychology is wholly 
governed by a priori structures, as in full rationality, or (2) epistemology-cognitive 
psychology is wholly subjective, revealing the idea of epistemological a priori structuredness 
in bounded rationality as reification. Any other view would be inconsistent. For example, 
when North develops a theory about boundedly rational people, holding necessarily subjective 
mental models, he cannot maintain at the same time that this theory is actually True, or more 
in general, that he as a theorist is able to identify rationality and develop true theories. If 
North’s and Simon’s theories are right, then their theories are wrong. The distinction North 
makes between perception and the real world then reveals itself as actually being one between 
the theorist’s own interpretation and the one of the actor under study. Put the other way round, 
if North maintains that True knowledge is possible—and holds his theory to be an example of 
it—then individuals cannot be inevitably boundedly rational, so that the grounds of bounded 
rationality cannot lay in the limited computational abilities of the human mind. Boundedly 
rational individuals, in that case, are merely those who have got it wrong and should be 
educated a little more.  
This is clearly the message arising from this position. Labelling his own knowledge 
‘Truth’ and other knowledges ‘perception’ or ‘ideology’ gives the theorist’s knowledge a 
conclusive edge over its rivals. Probably not coincidentally, Denzau and North consistently 
illustrate their arguments about the way ideology can put a bias in information feedback with 
the case of Marxism (Denzau and North 1994, 16; 25). The message is clear: Marxist 
ideology is a constraint in seeing the Truth, which is known to the researcher.  
The question to be asked is whether there is anything to this Truth claim of (social) 
science. In case it can be defended that the scientific way of knowing leads to valid 
knowledge, while other modes of knowing do not, the way social science describes the world 
must be accepted. If this were not the case, however, the status of scientific knowledge as 
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representing Truth should be considered as reification. In other words, what we need to 
question is whether there is one Truth which knowledge is to represent.  
D. THE GROUNDS FOR ONE WORLD 
In principle, the structuredness of epistemology can either be grounded in a priori ontological 
structures or in structures of the process of knowing itself, as was maintained in rationalism. 
The latter case obliges one to identify which epistemological structures are of the ratio and 
which are not. Unless one awards to the ratio an ontological status—thus indirectly resorting 
to the former case—this is problematic. Fundamentally, the problem is that even when 
something is scientifically proven, we are in need of an argument that scientific proof is the 
valid criterion for establishing truth. This is logically problematic, however; a statement can 
prove its consistency within a system of statements—which we might define as 
correspondence, or validity—but the validity of the system itself cannot be proved within that 
system. With respect to scientific research, this means that “in the totalizing rhetoric of its 
mythology, science purported to be its own justification…Yet its only justification was proof, 
for which there could be no justification within its own discourse”  (Tyler 1986, 123). In other 
words, although one could argue that following a certain epistemology leads to valid 
knowledge, but this assertion is impossible to defend unless one resorts to an external source 
of authority, such as Truth.  
Epistemological a priori structuredness thus needs to be grounded in ontological a 
priori structuredness. Only in the case that there is one reality, made up by structures prior to 
knowledge, it can be maintained that there is only one true knowledge. This principle, labelled 
the ‘one world principle’ by Mäki (2002) implies that, whereas there might be many theories, 
interpretations, and perspectives, all these are ultimately about one world. Underlying is the 
idea that this ‘one world’ is a given fact, and prior to the act of knowing. Different theories do 
not create different worlds, but “illuminate features of the one and only world” (Mäki 2002, 
127). If one of them is able to represent the one world fully, rival theories are automatically 
excluded. When there is but one knowledge, or only one theory corresponding to the one 
world, freedom evaporates. It is thus a position worthy of critical attention.  
The ‘one world principle’ separates epistemology and ontology, saying that reality is 
prior to the moment of knowing. However, the problem is that any ontology is not being 
itself, but a theory about being, and as such has an epistemological character. If ontology is 
subject to epistemology, it follows that ontology is not prior to knowledge. That does not 
mean that reality does not exist; it only means that it does not exist “in nature”, waiting to be 
discovered, before agents construct theories of it.   
This point can be illustrated with the concept of development (Maseland and Peil 
2005). ‘Development’, however it is understood, is a concept denoting certain processes, 
linking events, actions and outcomes, and interpreting them in terms of goals. In other words, 
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it is not just an observable phenomenon, but is a theory about structural relationships between 
events, actions and goals. What is more, ‘development’ does not mean anything outside such 
a theory, does not exist even. Prior to the act of knowing, in which theoretical structuration of 
the world takes place, there can therefore be nothing what could be called development. In 
other words, a concept like ‘development’, since it consists of the structural mechanisms and 
relations we think and act upon, is made of theory rather than something ontologically prior to 
theorising. Development—like all social phenomena—is something created by humankind, 
and therefore not existent in nature before human interpretation. Since the world consists of 
concepts and meanings, the world cannot exist—at least not in any meaningful way—before 
we attach meaning105. This has important consequences. For one thing, if we were to switch to 
a different theory, the ‘reality’ of what development is would change with it. In this sense, 
reality is plural or at least potentially so. Secondly, any of such different realities would be 
true within their own perspective; the point of the self-validating character of knowledge. For 
example, in the ensuing case-study of Malaysian society, we will notice how a definition of 
Malaysian society in terms of ethnic contest in itself makes ethnicity a relevant concept, for 
ethnicity is what one will see when observing society. Moreover, people will act upon their 
specific realities; Chinese will team up with other Chinese, forming a common front against 
the threat of other races, thus confirming the initial world view. In this way, knowledge 
creates worlds in which people act. Therefore, any epistemological theory is at the same time 
an ontological theory. Knowledge is thus not a priori structured by a pre-existing reality. 
Rather than that, different knowledges constitute different realities. Any claim of having 
developed ‘The’ knowledge about the one and only reality must therefore be seen as an act of 
closing-off a particular structure, creating a monopoly on reality. All claims of Truth are 
reification.  
4.2. Ethics/Politics 
The insight that social facts are socially constructed with no relationship with a pre-existing 
reality (Giere 1988, 58) implies that the problem to what extent knowledge and observations 
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 Although this idea may be readily accepted with respect to ‘social reality’, one might differ on the point 
whether something like natural reality is similarly constructed, and thus, separate methodologies apply to social 
and natural sciences. Here it is maintained that such a separation is grounded in the confusion of the idea that 
reality is a social construction with the idea that there is no reality. In the latter case, the constructivist point 
would only apply to social phenomena, which have no real existence prior to interpretation. Sokal’s famous 
invitation for anybody thinking that reality is a social construction to jump out of the window of his office room 
at the twelfth floor illustrates this (Alvesson and Sköldberg 2000, 182). The idea of social construction does not 
deny that acts such as these have consequences; it simply states that the constitution of the act is a social 
construction. Obviously, concepts like ‘twelfth floor’, ‘window’, and ‘office room’ are not ‘real’ facts, in the 
sense that their existence is governed by universal, natural laws. On a different level, concepts like jumping, 
falling, and even the resulting death only enter a discussion of them and are acted upon—or in the latter’s case, 
probably avoided—as interpreted realities. The point, therefore, is not so much to deny reality; the point is that 
making meaningful facts out of it entails social construction of a reality that could have been constructed 
otherwise. It is in this social construction that reality is structured, and not a priori. This goes for social and 
physical phenomena equally, as their very separation can be said to be a social construction.  
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correspond to an outside, objective reality is dissolved. No reality exists independently of the 
act of knowing. Validity of knowledge hence cannot be determined on basis of 
correspondence to such a reality. That does not mean that nothing can be said, however. 
Rather, it implies that theory of knowledge should be social theory (Habermas 1973).  
Any theory has implications, and these implications might be held to dismiss or 
support the theory. Such dismissal or support acquires a different meaning though. Claiming 
that a theory is wrong now means that the implications of a theory are at odds with one’s 
interpretation. There is an inevitable relation between the facts of social reality and subjective 
knowledge, since the former are only contingent facts constituted by subjective knowledges. 
Whether one’s particular subjective knowledge matches social reality should therefore be seen 
in terms of relative dominance of one’s knowledge. For example, the claim that money buys 
one apples is clearly wrong when the apple-seller’s worldview does not include something 
called money. In an ensuing discussion, it is not Truth which is at stake, but the relative 
dominance of rival theories; either I will get the apple-seller to adhere to my knowledge, or I 
will have to leave without apples. At the same time, it is relative dominance that will set the 
competition between theories. If my view is the dominant one in society, I might just consider 
the apple-seller a madman and turn to the next apple-seller who shares my ideas about buying 
apples. If there are just the two of us, however, I will have no choice but to take his view 
seriously and confront him openly. In general, the more marginalised the criticaster and his or 
her reading, the less open debate will occur. All in all, the development and assessment of 
knowledge, in absence of Truth, becomes an ethico-political issue.  
A. THE GOALS OF KNOWLEDGE 
Fundamentally, if knowledge is taken as constituting reality, we have three options from 
which to choose. First, we can resort to monism. In this case, we say that, although reality is 
potentially plural, this plurality is to be rejected on basis of principles or theories demanding 
monity. Alternatively, we might resort to anarchy; the rejection of all structured knowledge 
and structured reality whatsoever. The third option is taking a pluralist position. In that case, 
we follow “a theory or a principle that justifies or legitimizes or prescribes the plurality of 
items of some sort” (Mäki 2002, 125). According to Mäki, these ‘items’ could include the 
world (ontological pluralism), truth (veristic pluralism), method (methodological pluralism), 
theory (theoretical pluralism) or ways of justifying holding on to certain knowledge 
(epistemological pluralism). However, when recognising that ontology, methodology and 
epistemology and their distinctions in the end are all theories themselves, these distinctions 
are blurred. Pluralism therefore here refers to an open-ended principle that justifies plurality 
of constitutive knowledges.  
Each position has its arguments and protagonists. The pro’s and con’s of any of them 
lie in their political implications. Structuration/developing knowledge empowers. As such, it 
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creates differences in power. Moreover, any knowledge itself is in competition with rival 
knowledges or at least confronted with an ‘entry threat’. Within this competition, differences 
in power occur between knowledges which are imbued with power relations themselves, 
translating into differences in power on the level of social action. Any knowledge has thus a 
political aspect. Hence, deciding upon knowledges, taking any of the three positions 
mentioned above, is an ethico-political decision (Mäki 2002, 125).  
Monist Empowerment 
The first option—that of monism—can be based on the principle of empowerment. As noted, 
structuration is maximally constitutive of social power when it is shared among the widest 
range of subjects. In a ‘society’ in which everyone follows different rules, no rules and social 
relations will exist to empower and define the subject. Plurality, in this sense, decreases the 
social power potentially to be had within one knowledge. The deconstruction of rival 
knowledges can therefore be defended on basis of the desirability of social power. As 
Haugaard notes, such deconstruction “performs an important functional need in preventing 
praxiological chaos, hence meaninglessness and the disintegration of the possibility of social 
power at the first level” (Haugaard 2003, 94). 
For social science, this would imply an imperative to cling on to the ‘reified’ status of 
scientific method. If we agree that, because a mode of structuration that is more widely shared 
constitutes more social power, monopolisation of knowledge is legitimate on basis of the 
empowerment-principle, we have to find a way to avoid competition and to secure dominance 
of one knowledge. Science, in this interplay, can be seen as a shortcut; by following certain 
principles we agreed lead to truth, one is capable of establishing a specific mode of 
structuration as truth, having to resort less to political struggle and coercion. Science itself is 
thus an institution, instrumental of domination. It is based upon the assertion that scientists’ 
modes of structuration are Truthful, an idea that in turn validates the privileged position of 
scientists as seekers and establishers of truth in society. This monopolisation of knowledge is 
instrumental in reducing plurality and creating agreed-upon structures, so that social power is 
set to increase. There is a clearly established truth for people on which to act. With regard to 
economics specifically, a similar argument has been made by Mäki, ironically claiming that 
dominance of a highly formalized one paradigm in economics is highly efficient since it 
strongly reduces transaction costs and fosters effective communication (Wade Hands 2001, 
332-3). 
The downside of all this, however, is that “this occurs at the expense of freedom” 
(Haugaard 2003, 94). As we have seen, a reduction or even elimination of plurality implies an 
increase in determinacy; fewer courses of action are open. This can be considered 
objectionable, especially since it not only brings about social power, but also tends to 
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entrench power distributions. For this reason, monism can contribute to political oppression 
and autocracy (Maseland and Peil 2005).  
Stimulating Diversity 
From this perspective, we might embrace pluralist principles guiding our research. Through 
the breakdown of dominant structures, all potential forms of structuration would come into 
play next to each other, on an equal footing.  
Pluralism, understood as the advocacy of plurality (Dow 2004, 275), naturally exists in 
various forms. Besides referring to various ‘objects’, it can have various sources as well (Sent 
2003). One major distinction is between pluralism as an ethical principle and as an 
epistemological methodological principle (Dow 2004, 280), closely related to the distinction 
between those who adhere to a “constructivist critique of methodology” and those who still 
hold the world out there to be the final determining factor of our scientific knowledge (Salanti 
1997, 2; 7). On basis of the epistemological argument presented in the above, we have argued 
that a position towards knowledge and knowledge development is essentially ethico-political, 
and as such, we are primarily arguing pluralism as an ethical principle here106. The most 
common pluralist argument then is openness and tolerance. Since there is no a priori way to 
demonstrate an epistemology or a theory to be superior, we are in no position to reduce 
diversity by allowing unequal access to discourse to exist. Instead of that, we can create a 
level playing field for truths which leads to a cultivation of diversity of voices. Such pluralism 
is desirable because it opens up knowledges and structures, thereby increasing opportunities 
and freedom. 
In its extreme form, such a pluralist position would imply that we are pluralist about 
criteria for choosing between and justifying theories as well. That means no external, a priori 
criteria for selection exist, and choices between theories can occur only on basis of ideas of 
the analysts concerned themselves. In this way, maximal diversity is ensured, as there is no 
limit to the number of voices that are allowed to speak. We can achieve such ‘paralogy’ by 
stripping down all texts of their external claim to authority. This is the position taken by post-
modernists like Lyotard (1984). Such a strategy of creating dissensus in which the small, 
local, contradictory voices are heard, undermining the unified systems of thought, would 
contribute to knocking dominant discourses from their pedestal (Alvesson and Sköldberg 
2000, 152-162). However, it will not lead to open debate, nor does it seek to.  
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 Although it should be noted that reflexivity implies that a consistent pluralism is not of one type or source. 
Thus, if we defend pluralism as an ethico-political principle here, we also embrace epistemological pluralist 
principles. Similarly, a genuine pluralism as an epistemological principle would endorse pluralism as an ethical 
principle as well. Moreover, any genuine pluralism would need to embrace monist positions, since pluralism also 
applies to being pluralist. Paradoxically, a consistent commitment to a pluralist principle then requires not being 
consistently committed to a pluralist principle. Indeed, as will be argued, the pluralist principle advocated here 
can be alternatively interpreted as ‘inconsistent’ commitment to both nihilist and monist principles. This also 
sheds some light on another controversy with respect to pluralism, whether it should somehow be constrained 
(Caldwell 1997, 101). Here, it is suggested that a genuine pluralism constrains itself.    
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Indeed, Lyotard (1984) explicitly rejects the attempt of creating an open dialogue 
among various truths in the name of emancipation, thereby distancing himself from the work 
of Habermas. Such an open dialogue is informed by an idea of knowledge as having a critical 
function, which is itself already informed by the decision that “society does not form an 
integrated whole, but remains haunted by a principle of opposition” (Lyotard 1984, 13). An 
emancipatory dialogue is reproducing such oppositional thinking by partitioning knowledge 
in a functional type (input of the dialogue) and a critical, reflexive kind (the knowledge of the 
dialogue itself). In other words, it already represents a position, and a rather closed, limiting 
one for that matter, intolerant to other voices. In a way, critical reflection and rational, 
emancipatory dialogue only replaces dominant discourse with an equally dominant discourse 
of critical reflexivity. In the terminology of Lyotard, it is “founded on a ‘grand narrative’, that 
is, … claims to have found the Solution” (Alvesson and Sköldberg 2000, 162)107. Open 
dialogue sets a goal such as ‘emancipation’ apart, and awards a kind of a priori structure to 
dialogue108. However, “it is impossible for the parties to a dialogue to unite…around such 
overriding rules for the dialogue, since no overriding rules exist” (Alvesson and Sköldberg 
2000, 162)109.   
Although Lyotard may have a point in claiming that emancipation as principle reflects 
unwarranted and unfounded dominance, presenting itself as Solution and closing-off 
discourse, it is hard to see how post-modernism itself escapes such tendencies. The a priori 
position that it is impossible for parties to engage in meaningful dialogue could be said to 
amount to reification of difference, reproducing ‘otherness’; it is a fact that we cannot talk 
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 The term ‘grand narrative’ refers to theories and myths that serve to explain many different occurrences over 
time and space, and pose as absolute truths.  
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 Interestingly enough, although post-modernism seems very much opposed to the grand narrative of 
neoclassical economics, there are some striking parallels here as well. The post-modern view on knowledge 
development, in which all truths compete with each other on an equal footing, bears some similarity with the 
market as coordination principle. Paralogy puts all different ideas about the way society is and should be 
structured in dialogue with each other, just like the market confronts all suppliers of goods in dialogue with each 
other. The outcome of these dialogues is always a temporary allocation of structures and goods, respectively; 
however, it is not an allocation based upon consensus, but on competition. Objectivist approaches—or any grand 
narrative for that matter—in this metaphor reflect the plan economy. They decide the universally right solution 
for the choice between truths in a unilateral top-down manner. This resemblance transcends the status of 
metaphor if one moves from neoclassicism to the position taken by Hayek in his essay ‘Economics and 
Knowledge’ (in Hayek 1980). Here Hayek refers to markets as mechanisms through which knowledge is 
disseminated so that subjective views and actions are in agreement. In other words, markets are to be seen as a 
competition of subjective truths. Although Hayek’s view on the outcome of such a process is rather different 
than what Lyotard envisages (and perhaps closer to Habermas’ consensus based on communicative rationality), 
the process itself is very similar. In this sense, one could maintain that post-modernism would be the natural 
position for the market-oriented economist; any other position would be the epistemological equivalent to 
statism. 
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 The analogy between the market and post-modernism goes some way in invalidating this point, highlighting 
the institutional determinacy of the post-modern position. Overriding rules for dialogue might indeed not exist, 
but neither do the necessary overriding rules for paralogy and competition. Just like the market does not 
represent anarchy but structured competition, Lyotard’s ‘fruitful dissensus’ is fruitful nor maintainable in itself. 
The fact that it has to be advocated is enough proof of its institutional constructiveness. If paralogy is an 
institutional construction, however, it needs to be questioned and criticized thus, the same way post-modernism 
questions all other constructions.  
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with the other, so we should just talk for ourselves. If ‘anything goes’, however, such 
paralogy might also go out of the window. Without any basis on which to choose between 
epistemologies, there is no reason either why not to resort to monism; monist voices ‘deserve’ 
to be heard as well. Advocating paralogy then amounts to clinging to a methodology rejecting 
methodology (Dow 2002b, 138). Although openness is perhaps a laudable principle, when 
giving in to intolerant enforcement of tolerance, it becomes hardly an attractive position.  
This is especially so because the move towards paralogy must be recognised as mainly 
a destructive one. It does not amount to the bringing about of a plurality of truths. Denying 
and undermining each and every truth claim will not create a ‘fruitful dissensus’, but leads to 
‘nihilism’ (Dow 2002a, 125), or an anarchy in which no discourse exists. In absence of shared 
meanings and structures, paralogy means that everyone is enabled to speak, but no one is 
heard. Ideas and constitutions of structures prescribe certain human actions. But from this 
follows that a plurality of knowledges and structures available means a plurality of actions are 
possible; an absence of knowledge and structure means no action is possible whatsoever. The 
post-modern Solution then tends not towards the ‘paralogic’ absence of dominance, but to an 
externally-motivated dominance of nothing. Such openness amounts to distributing the 
presidential palace among the people, so that everyone ends up with some rubble of stone. 
Pluralism, by contrast, is about building several smaller palaces next to each other.   
B. PLURALIST EMPOWERMENT: EMANCIPATION 
Pluralism means many things to many people; that is the idea. The pluralism discussed in the 
above, corresponding to what Dow (2002a; 2002b; 2004) calls ‘pure pluralism’, is one, rather 
extreme form. The understanding of pluralism used here, distinguished as it is from what is 
called anarchy, is one of a ‘structured pluralism’ (Dow 2004). The call for structuredness in 
pluralism is rooted in the observation that a pluralist argument, in order to be effectively 
pluralist, must be able to be communicated across differences. In order to foster plurality one 
needs to open up claims of truth, not resort to a nihilistic rejection of all truths. We need 
criticism, which requires effective communication and thus, structure. Therefore, ‘pure’ 
pluralism, although effective in countering monism, is not attractive. A pluralism is needed 
that is structured, but open to debate. The structure advocated here is emancipation. 
The problem of a structured pluralism, of course, is that any such structure represents a 
new Grand Narrative, unduly dominating and steering debate. On this ground, Lyotard 
denounced emancipative dialogue; the structure it represents closes-off, stifling voices by 
recognising only those that follow the structure. However, a structured pluralist principle like 
emancipation can be defended in two ways.  
First, the discussion thus far has shown that empowerment can be argued to be a 
monist principle. Although uniformity of structuration and discourse can foster oppression 
and leave little room for dissent, it is effective in constituting social power in the first place. 
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The extreme position of ‘pure’ pluralism, on the other hand, leaves no power. Both positions 
are objectionable when monopolising debate; monism because it stifles dissent, ‘pure’ 
pluralism because it intolerantly rejects shared structures for communication and action. A 
pluralist position towards these two extremes is preferable. Pluralistic emancipation could be 
interpreted as positioning an alternative, consensual counter-methodology next to the 
epistemological violence of post-modernism, so that the two hold each other in balance. If the 
post-modern position can be accused of self-contradiction in being a methodology prescribing 
no methodology, the pluralism advocated here can thus serve as a remedy for that ill. It 
favours a situation in which discourses are positioned in continuous tension with each other, 
so that, on another level, the undermining of discourses is posed in continuous tension with 
the constitution of discourses as social power. Thus, such a pluralism could be motivated 
itself by the principles of freedom and dissensus on the epistemological-ontological level. The 
principle of emancipation requires that dissent not only goes unrepressed but also has the 
opportunity to be uttered and heard. 
Secondly, although Lyotard might have a point in claiming that no overarching 
structures for dialogue exist, this is no reason for not constituting them. To argue that 
potential parties to a dialogue are a priori and thus inevitably unable to communicate amounts 
to reification of difference. In fact, one could maintain that it is precisely the task of social 
science to create such overriding rules and foster open dialogue among various truths. These 
rules need not exist a priori, nor exist as a closed system. The whole point of breaking up 
discourse is to show and bring about what could be and not to unduly focus on what is. In 
theorizing about economic development, this might even be considered crucial. As Sen (1999) 
maintains, development is about increases in freedoms and opportunities of people. 
Simultaneously empowering and addressing structural inequality of social power as a 
consequence of dominant structures and knowledges is then pivotal. Emancipation, opening 
up structures and knowledge, is thus directly linked to the goal of development. If 
development is freedom, then negotiating between monism and pluralism of method and 
adopting a methodological pluralism is obligatory for a discipline concerned with 
development110.  
Academic research can contribute to this by reflection upon its research material in 
terms of social and political meanings rather than in terms of it being true or not. It should not 
so much focus on whether a particular phenomenon ‘truly’ exist, as on revealing what 
alternative phenomena could have been and thus create the possibilities for open competition 
and dialogue among knowledges. As has been noted, “the domain of the real cannot be 
reduced to the domain of the actual and even less to the domain of the empirical” (Bhaskar, 
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 The argument here thus escapes what Wade Hands (2001) in his introduction has called a ‘borrowed-rules 
economic methodology’. Rather than borrowing from philosophy of science a standard an applying it to 




1997, 140). In this respect, social science is to create what Habermas has called ‘emancipatory 
knowledge’, providing inspiration for “actions aiming at negation of pseudo-natural 
constraints” in order to open up debate (Habermas 1973, 176). It is the task of the academic to 
reflect upon what is presented as fact, exposing its political implications, and positioning rival 
facts and potential facts against it in order to foster dialogue. Neither blindly subscribing to a 
dominant view, nor tearing down all attempts to say anything is the way to do so. 
4.3. Methodology 
Now that we have established the meaning of knowledge and the objectives of social research, 
we can turn to the issue of methodology; the way to achieve the aforementioned objectives. 
As indicated, reflection is a key word in this respect. Since knowledge is self-validating, the 
production of knowledge about the world and the structuration of the social environment are 
in fact one and the same process. Since any particular way of structuration involves a power 
distribution, knowledge development cannot be separated from the issue of domination. This 
knowledge development/structuration, however, can occur either consciously or 
unconsciously of the contingent and dominating character of a structure. In the first case, we 
spoke of structures being discursive, while in the latter case, the terms reification, 
essentialism, and habituation applied. Of these, reification and essentialism were considered 
the most interesting from a structural point of view. Although, as has been argued in the 
previous chapter, there is a need for some form of disguise of a structure’s contingency for 
society not to fall back in structural conflict, it is possible in principle to engage in 
structuration discursively. In this case, subjects do not only hold knowledge about structures, 
but in addition to that, hold knowledge about structuration, i.e. the way structures are 
(re)produced, and the rival structures that are not reproduced but could have been. Thus, the 
tension between various modes of structuration that has been associated with emancipation is 
created. It can be brought about through a reflexive methodology (Alvesson and Sköldberg 
2000). 
A. REFLEXIVE METHODOLOGY 
A reflexive methodology first of all is about reflection. It is to consider certain texts in 
thought, criticising them from certain, alternative perspectives. Thus, meanings, values, and 
objectives provided by the text are critically questioned. Secondly, a reflexive methodology is 
about reflexivity, which refers to “the need for every philosophy, if it is to be adequate, to be 
capable of reflectively situating itself—which entails its own production and context as well” 
(Bhaskar 1997, 141). In other words, we need to apply the perspectives from which we 
question texts to a questioning of these perspectives themselves. If we reflect upon 
conceptualisations of embeddedness from the point of view of power, we need to ask 
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ourselves whether taking this particular perspective has nothing to do with the power-
distributing structures in which we produce this critique.  
In a way, social theory is always immanently reflexive, since the social theorist is 
producing her knowledge in the context that the knowledge refers to. Often, there is a lack of 
awareness of this point, for example in the case of North’s theory of bounded rationality. A 
reflexive methodology is about identifying such immanent reflexivity, adding an 
epistemologically reflexive dimension. In other words, it aims at creating self-awareness and 
questioning of one’s own perspective. As such, it requires that “serious attention is paid to the 
way different kinds of linguistic, social, political and theoretical elements are woven together 
in the process of knowledge development, during which empirical material is constructed, 
interpreted and written” (Alvesson and Sköldberg 2000, 5). This includes questioning the 
privileged voice of the social scientist over lay actors (Giddens 1984, xxxiii; Clifford 1986; 
more critical of the implications of this activity is Roth 1989; Ryang 2000). The core idea of a 
reflexive methodology is that the theorist—whether it be a lay actor or an established social 
scientist—must constantly question the origins of her ideas and interpretations from the 
perspective of reproduction of political, social, theoretical and linguistic structures. 
Reflexivity is to be a hermeneutic exercise, aimed at understanding socially constructed 
accounts (Dow 2002, 115).  
Hermeneutics, as a methodology originating in the analysis of religious and ancient 
writings, focuses on underlying meaning of texts. It has as a starting point that this meaning of 
parts can only be understood if it is related to the whole. On the other hand, the whole consists 
of parts and can only be understood on basis of these (Alvesson and Sköldberg 2000, 53). The 
correspondence with structuration theory becomes immediately apparent; Giddens’ attempt to 
overcome the individualism-structuralism divide had as core idea also that structures both 
define and are created by subjects. Therefore, hermeneutics seems suitable as a methodology 
for research inspired by structuration theory111.   
The basic method in hermeneutics is to continuously confront the parts with the whole 
and vice versa. It is an iterative exercise in which one constantly goes from one level to the 
other, in order to come to a deeper understanding of underlying meaning. One could interpret 
this in different ways: hermeneutics can be concerned with establishing the real, true meaning 
of a text, in the sense that it seeks a correspondence between subjective interpretation of the 
researcher and interpretations of the subjects under study, which thus entered the research 
process as a kind of objective reality. Alternatively, it can be maintained—as is the case in 
this project—that understanding itself needs to be explored, since that is central to all human 
action. As noted, a distinguishing feature of the social sciences is that they are concerned with 
self-understanding. Striving for correspondence between subjective interpretation and some 
external objective reality is rejected. Anyone engaged in understanding does so contextually, 
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 As a hermeneutic method has inspired structuration theory itself.  
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so that interpretations are always laden with theory and temporality. Therefore, subject-object 
divisions need to be dismissed in favour of an ‘understanding of understanding’. This idea can 
be called alethic hermeneutics. It reinterprets the constant shifting between parts and whole 
then as a dialogical confrontation between our present understanding and a deeper 
understanding that is concerned with analysing understanding. It is this dialogical 
confrontation that research seeks to bring about, not in order to establish a new-found 
consensus or ‘truer’ knowledge, but for the sake of that emancipative dialogue itself.  
This last point is crucial to our discussion. It should be realised that reflexivity is not 
meant to authenticate, or provide conclusions about truth or misrepresentation (Clifford, 
comments on Roth 1989, 562). Authenticity is “always a constructed and reified property” 
(Herzfeld, comments on Roth 1989, 563). To claim authenticity on basis of reflexivity is to 
close-off again and, as such, is not genuinely reflexive. More genuine reflexivity implies there 
are no grounds to claim one’s account to be more authentic than any other (Davis and Klaes 
2003, 341). If authenticity is the objective, a more humble posture is compulsory, even to the 
extent of questioning the value of the reflexive exercise itself. Given that the knowledge 
produced through reflexivity is not better than any previous knowledge, who is the author to 
make any claims at all? In fact, why bother?  
Note, however, that such a nihilistic conclusion depends on the idea that (1) an 
exercise in reflexivity is to be assessed on basis of its ability to develop truer accounts, in 
which (2) the written text represents or ought to represent a conclusion of the reflexive 
process. Here, however, reflexive methodology is propagated on basis of an emancipation 
principle. Reflexivity is meant to escape the knell of monopolised author-subject and author-
audience relations, fostering a plurality of voices through an ongoing, dialogic mode of 
knowledge production. It is to open up knowledge, promoting discursivity.  
If the aim is to foster discursivity and dialogue between text, subject, and audience, 
retreating in humility and refraining from making strong claims is not helpful. Dialogue and 
plurality are only served by outspoken mutual criticism, not by maintaining that no one is in a 
position to comment upon another text. It is only when we think of our text as the last thing to 
be said about a topic, signifying a closure of the process of reflexivity, that it becomes 
important to be very humble and cautious with claims made within it. Such a position, 
however, amounts to a closing-off reification of the text in its written form. By contrast, when 
we think of our text as only an open-ended contribution to an ongoing process of dialogic 
knowledge production, it becomes important to speak out. Reflexive production of the 
message then goes on beyond the writing down, through discursive reading and reception. 
With texts themselves being open-ended, reflexivity does not require their historically and 
politically contingent content to refrain from being outspoken. The written text is but a 
moment in an ongoing process; it must invite to be asked the questions it asks itself.    
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B. ASKING QUESTIONS 
Reflection always involves re-positioning ideas in a meta-discourse. However, at any point, 
such meta-discourses are themselves open to reflexivity; the focus on power and power 
distribution exhibited in this thesis is also only one possible form of structuring social theory. 
Reflection therefore can be applied on various levels, since one could question empirical 
material from the perspective of personal interpretation, question one’s interpretations from 
the perspective of social structures, or even question the way in which one reflects upon these 
social structures. The various levels of structures open to questioning lead to Table 4.2. 
Table  4.2. Levels of Interpretation112  
Aspect/Level Focus 
Reflection on text production and language 
use113 
Own text, claims to authority, selectivity of 
the voices represented in the text. 
Critical interpretation Ideology, power, social reproduction 
Interpretation  Underlying meanings 
Interaction with empirical material Accounts in interviews, observations of 
situations and other empirical materials  
 
Each of the levels in this figure refers to a level of structures that is open to reification and 
essentialism. By exposing these processes, one can become discursively aware of structures 
and the way structuration develops114,115.  
                                                 
112
 Taken from Alvesson and Sköldberg 2000, 250, Table 7.1.  
113
 ‘Text’ here refers to any account or action that transmits meaning; it should not be interpreted strictly as 
written sources.   
114
 From this perspective, there is an interesting analogy with the ideas about embeddedness introduced by 
Williamson (Williamson 2000; see table 2.1). Comparing Williamson’s table to the right-hand side of Table 4.2 
reveals a remarkable similarity. At the most basic level, we observe actual behaviour (resource allocation and 
employment), which we should not accept as given, but need to position within the underlying, general ways we 
deal with the structures in our society. These more general patterns, roughly corresponding to Williamson’s 
governance, need to be interpreted from the perspective of the structural environment. These structures, finally, 
can be questioned from the point of view of their reflecting our general beliefs about truth, the validity of 
structures, and the ‘identity of the text’. This resemblance suggests that Williamson’s theory does indeed have a 
relevance, but that the established levels of embeddedness should better be understood as levels of fixed 
conceptions, prejudices and biases than as actual ‘facts’. At each of these levels, essentialism and reification 
come into play. Such a view turns his table into a convenient guidance for reflexive research, rather than an 
analytical tool. 
115
 Table 4.2 indicates that when one takes reflexivity far enough, it entails questioning the meanings of 
knowledge, and the relation between researcher and the world under scrutiny in general, just like has been done 
in this chapter. Reflexivity taken to this level also tends to disqualify subject-object divisions, so that it does not 
so much result in subjectivism but in a position transcending this polarity. Both Heidegger (1999) and his 
follower Giddens (1997) both see the agent not primarily as the locus of representations, but as engaged in 
practices, as a being who acts in and on a world. Acts of knowledge are what creates subject and object in the 
first place; understanding is primary. Although it is always perspectival, understanding also provides the 
condition of reality, which is always limited by a perspective (Alvesson and Sköldberg 2000, 85). This means 
that the idea of subject-object divisions as prior to knowledge and social structures is an instance of reification 
itself; a structure created in the moment of knowledge development that is awarded a status as objective, 
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This involves constantly asking various critical questions to material and theory. One 
type of such questions involves source criticism. Texts, accounts, and stated meanings need 
not be blindly accepted, but scrutinised on basis of authenticity, possible distortions, or 
interrelations with other interpretations. On a deeper level, one could look for commonly 
shared meanings and conventions that keep coming back in texts. Often, what is not said 
reflects actually the most fundamental set of meanings, because it concerns ideas that are 
implicitly assumed by the author to be naturally present among the audience. Thus, recurring 
metaphors and references need to be highlighted and checked for their meaning, both as 
reference (what is the meaning of using this metaphor, why this reference?) and in content 
(what is the implied understanding of the concept to which is referred or compared?). Within 
the research reported here, the references towards Islam in the Malaysian context serve as an 
example. It has been questioned why these references were made, what was the meaning of 
invoking Islam in political and economic decisions; but it has also been investigated what was 
not been said in these references to Islam, namely the changing content of the concept of 
Islamic belief in Malaysia. Hermeneutic reflection enables one to acquire a deeper 
understanding of these issues, thus escaping simple explanations like ‘Malaysia acts thus 
because it is an Islamic country’. A final set of questions to be asked is also concerned with 
what is not been said, though in this case not for reasons of assumed self-evidentiality, but 
because it is willingly hidden. In this phase, which we could call hermeneutics of suspicion, 
we return to the author/originator; what are his or her hidden intentions with the text? 
(Alvesson and Sköldberg 2000, 99). In order to question this, we need to reinterpret texts 
taking the position and interests of the author into consideration. Thus, hermeneutics can 
contribute literally to the uncovering of hidden underlying meaning.  
Through asking such questions, it is possible to expose “the relation between the 
specific object of cultural critique and the whole historical and social context” (Angus 1994, 
87 in Alvesson and Sköldberg 2000, 130), which is the main focus for critical theory. 
However, simply positioning an interpretation in historical and social perspective is not 
sufficient. To do so effectively requires a prior critique of perspectives from the inside-out. It 
is impossible to escape an interpretation, and analyse it from a genuinely external point of 
view. Interpreting means structuration, so that the only thing one could do is view a 
knowledge from the perspective of a rival mode of interpretation. After all, “power is ‘always 
already there’, that one is never outside it, that there are no ‘margins’ for those who break 
with the system to gambol in” (Foucault 1980, 141). This leads Foucault to advocate the 
method of genealogy.  
Genealogy seeks to trace back the origins of accepted truths and fundamental beliefs 
about how to establish truth through history. This is meant to invalidate approaches to 
                                                                                                                                                        
primordial truth. It also means that the contingent power distributions that we seek to expose in this research 
project should not be seen as constituted by a kind of puppet-master, whose existence and identity is prior to 
knowledge/reality and can manipulate the latter according to his/her subjective wishes.  
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knowledge that privilege a ‘sovereign’ subject prior to discourse. Genealogy should result in 
discursive information, showing what could be rather than focusing on what is (McNay 1994, 
68). This can be interpreted in two different ways. The most superficial interpretation of 
genealogy would be to adopt history as a meta-discourse, in which the conceptions under 
study are positioned; in this perception, genealogy more or less fits the ideas of critical theory. 
However, although such an exercise can be highly illuminating, it presumes a readiness 
among the audience to potentially view their cherished universal truths as contextual 
constructions. If we want to establish the contingency of structures, on the other hand, it 
should not be presupposed but exposed.  
An alternative interpretation of genealogy is that it is not so much about positioning 
certain key conceptions in the context of the history, but about tracing them back through a 
history that they themselves constitute. The idea of modernisation could thus be positioned 
within the history as modernisation. If we interpret genealogy in this reflexive way, it in 
essence is not so much concerned with external temporality as with internal consistency. Such 
genealogy seeks the limits of an interpretation and pushes through them. Only after breaking 
open closed systems from the inside out, they can be perceived on equal footing with rival 
interpretations.   
The questions inspired by critical hermeneutics, when repeated again and again, 
enable one to expose and reinterpret ever deeper conceptions and meanings, deepening our 
understanding. The method of genealogy, additionally, is able of priming the reader on 
contingency, and as such complements critical hermeneutics. Together they can serve to bring 
about emancipation in the true sense of the word.  
C. METHOD: CONCRETE IMPLICATIONS 
Secondary, not primary material 
This approach of constant critical reflexivity on various levels translates into a couple of 
concrete decisions concerning research. Quite obviously, it implies that a choice for 
qualitative case-studies rather than a nomothetic quantitative design is in order. After all, the 
focus does not lie on establishing behavioural laws on basis of objective facts, but rather the 
questioning of such proposed mechanisms and reflection on the way facts have been 
constituted. A focus on quantitative data is not helpful to this end. Moreover, since we are 
concerned with questioning meanings of central concepts, which are always contextual, to lift 
concepts out of their contexts would not be appropriate. Therefore, case-studies are in order.  
A case-study approach is not to be interpreted in an empiricist manner either, however. 
The cases in question involve distinguishable instances of structuration, such as ‘the notion 
of/ the manner of structuration of development and reform in Malaysia in the 1990s’ for 
example. The case thus refers not so much to alleged behavioural facts to be taken as 
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objective, but to the whole way of thinking about a particular issue. The way the relevant facts 
have been constructed is important.  
A reason for this lies in the way a reflective method treats data. Following the ideas of 
critical theory, over-confidence in empirical data is problematic because studies focusing on 
what exists fix our attention on the actual and draw it away from what can be (Alvesson and 
Sköldberg 2000, 134). For this reason, empirical work is used, for there has to be an input for 
reflection, but not in the way positivist researchers use it. The idea that all empirical 
observation is laden with theory and temporality means that empirical information is to be 
treated as secondary source. Object of investigation then is not so much these data 
themselves, as the interpretation of reality by the observer that speaks through them. This 
interpretation is questioned, and repositioned from the perspective of power structures and 
other underlying conceptualisations and meanings.  
Theory is dealt with in the same way. It is not taken as an input for research, but as 
object of research; a perspective to be questioned and reflexively reflected upon. Thus, “the 
agenda of a social theory and research (shifts) from explanation and verification to a 
conversation of scholars/rhetors who seek to guide and persuade themselves and each other. 
Theoretical truth is not a fixed entity discovered according to a meta-theoretical blueprint of 
linearity or hierarchy, but is invented within an on-going self-reflective community in which 
‘theorist’, ‘social scientist’, ‘target’, and ‘critic’ become relatively interchangeable.” (Brown 
1990, 89 in Alvesson and Sköldberg 2000, 152) 
In order to effectively reinterpret theoretical constructions, however, we need to have a 
point of application. Simply positioning neoclassical theory in a wider perspective is not an 
effective way to move away from a criticised point of view. In order to expose instances of 
reification and essentialism, it does not suffice to simply counter claims of truth with claims 
of reification. Therefore, critical hermeneutics need to be complemented with an exposition of 
the internal flaws of a theory. If interpreted thus, reflection becomes a very effective method. 
Before a neoclassical economist can be convinced to reconsider his position from a 
transcending point of view, it will be necessary to expose fallacies within the theory that make 
such reconsideration necessary. Only when the limits of the presently-held theory have been 
shown, we can draw the attention to the alternative truths that could be116.  
This research project has developed along these lines. This focus on secondary 
material, to be criticised from within and reinterpreted from a newly developed perspective, is 
a common thread running through this dissertation. In fact, the structure of the whole 
argument is such that starting out from neoclassical and new institutional economics, through 
critical reflection upon its origins and meanings, the story moves stepwise to a deeper 
                                                 
116
 Dow (2004, 279) addresses the same issue from a slightly less radical point of view, arguing that critique does 
not necessarily have to come from the inside-out, but that in that case critique at least requires an effort of 
translation across paradigms to have an impact. However, such an effort needs to come from both sides, and thus 
already requires pluralism.  
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understanding in terms of structuration and power. In this, the approaches more common in 
economics have not been shunned, but have been taken as object of reflective analysis. Thus, 
neoclassical and especially new institutional economics are regarded as secondary material. 
Similarly, in the case-studies, the focus will lie on texts or stories about development and 
reform in Malaysia and the Philippines, confronting data and other information as such. Both 
with respect to the theoretical discussion and the case-studies, the stories under scrutiny have 
been pushed towards their limits, criticised and positioned within a wider perspective.  
In the case-studies, the existing literature about Malaysian and Philippine development 
has been subject of research. Although the initial focus of this process lay with texts on 
economic and political development, transgressions into other arenas such as anthropology, 
historical sciences, media studies, literature and literary sciences have been made. A key 
objective of this exercise is to establish the various notions of development and reform 
existing in Malaysia and the Philippines in the period under study; how were development 
and reform constituted? A wide variety of sources is helpful in answering these questions, if 
only for the fact that they can offer insights about what was defined as not lying in the domain 
of development and reform. For example, by assigning a particular subject to cultural sciences 
or arts, it is classified as irrelevant to economic development and nothing technocrats should 
be concerned with. By thus establishing how reform and development are constituted, and 
how they could potentially be constituted but are not, the research project is able to expose the 
contingency of these notions. It is also possible to show how these ideas about development 
and reform, and the way in which they materialised in Malaysia and the Philippines are 
intertwined. The self-validating character of knowledge about social structures implies that 
conceptual ideas have real effects.  
Evocation, not representative reporting 
Another characteristic of this research project follows from this. Because the research 
attempts to show not only what is, but also what possibly could be, “given the more expansive 
range of possible observations in this context, it then becomes natural to adopt a freer 
approach in which imagination, creativity and the researcher’s own learning together with his 
or her analytical and interpretive capabilities can all be called upon” (Alvesson and Sköldberg 
2000, 130-1). In the research itself as in the reporting of the process—in so far as these two 
can be distinguished—this is relevant. Simply reporting one’s findings would not be in line 
with the attention drawn to promoting understanding through reflection on texts. The reader’s 
understanding of a particular topic is not in any way helped by taking notice of the outcomes 
of the reflective process of the researcher. If a scientific text is meant to truly communicate 
the reality of the research process to an audience, the process of communication should be a 
consideration, as it should invoke reflective insights among the readers. Rather than reporting 
or representing, evocation might be preferable. Tyler (1986) develops this position, referring 
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to ethnography, in which representation has perhaps the most clear political implications; to 
represent is to deny the right to speak for one-self, a sensitive subject for a discipline with its 
roots in colonial administration. The answer, evoking a comprehension and understanding of 
the diversity of realities, is not limited in its relevance to ethnography, however. Tyler 
describes evocation as “a unity, a single event or process” of which “the whole point…rather 
than “representing” is that it frees ethnography from mimesis and the inappropriate mode of 
scientific rhetoric that entails “objects,” “facts,” “descriptions,” “inductions,“ 
“generalizations,” “verification,” “experiment,” “truth,” and like concepts that, except as 
empty invocations, have no parallels either in the experience of ethnographic fieldwork or in 
the writing of ethnographies” (Tyler 1986, 130). This principle applies to research in general. 
Communicating reflexive knowledge is not helped by reporting in terms of found, closed 
Facts and Truths, but by re-creating insights in the interpretation of the reader.  
To effectively evoke “we must resist the temptation of grammar that would make us 
think that the propositional form “x evokes y” must mean that x an y are different entities 
linked by a third rather peculiar “process-entity” called “evoke”, and that, moreover, x must 
precede y in time, and consequently x must be a condition of y or y a result of x” (ibid). This 
means that the relevance of the literary qualities of the research writing is much enhanced. 
Tyler even advocates a retreat to poetry (ibid 125). However, it should be noted that one can 
only effectively evoke a message within a scientific community by paying attention to certain 
scientific conventions in reporting. After all, evocation is in need for reading. It might be 
argued that evocative techniques, bridging the gap between literary arts and social science, are 
in order. Yet, it should also be acknowledged that in order for communication to be effective, 
one should at least have someone who listens. In other words, one should abide by some of 
the conventional structures in order to make a connection with the interpretations of the 
reader. A retreat into poetry is not very conducive to that end. For this reason, the current 
project is following structures common to social scientific research, yet at times rather 
ironically and polemically crafted. Such a style is meant to simultaneously abide by norms of 
research, and to provoke reflection on these norms and science’s claims of truth. This duality 
reflects the fact that the development of theory and knowledge in general is not just the end 
but also the subject of this project. It also follows from the established objective of research of 
enhancing pluralism, since it seeks not so much to destroy the method and claims of science 
as to open them up and put them into perspective. Bringing about the overriding dialogue can 
be argued to be the original essence of the scientific project; creating a transcendent 
framework in which open, critical communication and reflection between various ideas is 
possible. It is held that another sometimes alleged goal of science, finding knowledge that is 
true, is essentially opposed to this primary objective, since claims of truth close off debate 
rather than open it up. In a way, therefore, the methodology proposed here can be interpreted 
as a return to the essence of science. 
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Adaptation, no fixed methodological choices 
A final implication of the ideas presented here concerns the scope of methodological 
considerations. It is held that both theoretical ideas and social actions subject to empirical 
study are ‘texts’, and as such stand on an equal footing. Any behaviour we empirically 
observe is an action transmitting meaning, thereby referring to the world. Writing theory or 
doing business are both actions of which the meaning is constituted by the story they tell 
about social reality. One can ‘read’ the meaning of an act of doing business in much the same 
way as one can read a written account of doing business. This lack of difference between 
written texts and other actions implies that methodological insights are equally applicable to 
theory and empirics. Indeed, the discussion of new institutional economic theory in Chapter 2 
approached it as a case of embedding rather than as a framework for analysis of 
embeddedness, similar to the cases discussed in the following chapters. To discuss theory as if 
it is only of relevance for approaching empirical reality signifies an implicit dualistic or split 
ontology, extruding theoretical ideas from the world (Bhaskar 1997, 139)117.  
However, the same applies to the status of methodology. Methodological ideas are on 
the one hand prior to the entire research process, but on the other hand they are ideas with an 
ontological status similar to theory and empirics. Methodology does not only refer to method 
with respect to empirical research, but to the methodology of the whole exercise of doing and 
writing science. Hermeneutics implies this is an iterative exercise. This means that 
methodological insights and theory of knowledge are the outcome of the continuous process 
of reflection that entails this research project. At the same time, reflexivity, which has fostered 
the methodological ideas presented here, itself constitutes a methodological choice already. 
Methodology is thus as much a consequence of as a starting point for research. Step by step, 
through continuous reflexivity, the current methodological stance, theoretical framework and 
empirical results have simultaneously emerged. However, these are the results of a process 
starting out from initial methodological choices. From the perspective developed on basis of 
them, these initial positions are not defendable.   
This last issue might be considered un-strategically honest for evocative reasons. 
However, when considered, it does not invalidate the methodological framework established 
here. Even when the choice for an initial methodology was to be completely arbitrary, this 
would not matter much for the end results. As long as one is reflective, it does not matter too 
much where one starts. After all, reflection implies the immediate questioning of this starting 
point. Methodological choices therefore need not be considered as fixed starting points, but as 
iterative choices, to be adapted as insight develops. This requires an open, critical attitude in 
                                                 
117
 This view is perhaps most obvious in Popper’s work, in which the process of deriving hypotheses is separated 
from the analysis of scientific knowledge, as “the act of conceiving or inventing a theory…is irrelevant to the 
logical analysis of scientific knowledge” (Popper 1959, 31). Theoretical ideas are thus separated from 




the researcher, and an ability to adopt a wide range of concepts and theories that might offer 
viewpoints from which to reflect upon the topic. A too narrow specialisation is detrimental in 
this respect, because it tends to limit the range of alternative angles that can be confronted.  
A clear example of a methodological choice that has developed along these lines in 
this study is the case-study selection. The selection initially was based on a broad reading of 
literature concerning various candidates for case-studies, and on fairly standard considerations 
of selection. As a rule, in order to conduct comparative case-studies one should ideally select 
cases in such a way that maximum variance occurs on intervening variables, minimum 
variation on independent variables, and unknown variation on the dependent variables. In this 
way, which can be dubbed strategic sampling, both the effectiveness of the comparison and 
the external validity of insights are maximised. The reasoning is that by focusing on extremes, 
other potential cases can be considered to lie somewhere in the middle, so that some 
predictions about them can be made on basis of the research, even though the research has 
touched only a limited number of cases.      
In the case of the present research project, things were a little different. First, as often 
in economics, the theory subject to reflection was one designed to explain a certain observed 
difference, without being sure what its causes were. The East Asian Miracle was something 
observable, yet unexplained118. In order to solve that, the hypothesis of East Asian culture as 
the cause of economic development and growth had been developed. In order to investigate 
this claim, it made no real sense to search for maximal cultural difference and then try to 
identify whether this indeed would result in different economic performance. For one thing, 
cultural difference is not intelligibly quantifiable, so that maximum variance is not 
identifiable119. Secondly, the dependent variable (at least when referring to growth strictly) is 
so much more readily apparent than the intervening one (culture) that the above approach 
would not be realistic. Finally—and most importantly—the selection method described above 
might be appropriate for testing hypotheses120, but not for establishing mechanisms and 
reflecting on a theory.  
In lieu of the above selection method, case-studies were therefore initially selected on 
basis of minimum variation in independent variables (relatively similar countries, similar 
reforms), maximum variation in dependent variable (growth figures, results of reforms) and 
relatively unknown variation in intervening variable (culture, or at least the impact of culture). 
Thus, the Philippines—being classified on basis of literature and economic figures as an 
unsuccessful reformer—and Malaysia—classified on similar grounds as a successful 
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 One might argue that this is a better way of deriving hypotheses in general. Social research questions are to be 
designed from a point of view of relevance: observed phenomena need explanations. After all, one does not put 
up hypotheses at will, but one should be guided by ethico-political considerations in this. 
119
 Although in principle, if this were the only problem, the data of Hofstede or Inglehart might be used to this 
end. 
120
 Testing, though, is something opposed to the methodological position described in this discussion.  
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reformer—were selected. The research was then to be concerned with the question whether 
indeed differences in culture could be brought in connection with this dissimilar performance.  
However, the variables on which this selection was based should not be seen as 
unambiguous objective facts, but as constructions subject to reflection. Therefore, the fact that 
the reforms in Malaysia and the Philippines were in broad lines similar is in need of 
questioning; similarly, the ‘failure’ of the Philippine reforms in contrast with the success of 
Malaysia is something to reflect upon. More fundamentally, the labelling of Malaysia as a 
development success and the Philippines as ‘failure’ seems indicative of a perspective forcing 
both societies into a comparative existence, both to each other and to some standard of 
developedness. As a consequence, reflection altered the motives for the case-study selection 
from contrasting diverging performance towards a divergence in presentation of 
developmental performance. Simultaneously, the depiction of reforms in similar terms, i.e. 
market-conform rationalisation, in both countries turned into an object of study. Finally, with 
respect to culture, attention shifted from the question whether differences in culture explained 
differences in economic performance or not, to question of differences in the emergence of 
the idea that culture was formative for economic processes. The relevant contrast between the 
Malaysian and the Philippine case eventually turned out to be the difference in presentation of 
performance, and differences in the way culture was presented as related to economic 
performance. The Philippines as a country that has been left outside the Asian Values 
discourse thus contrasts with Malaysia that actively contributed to it. Also, the Philippines’ 
image as the regional “basket case” stands out against Malaysia’s ascribed status as NIC, and 
as lighting example of market-based reform.  
In this way, the research process has disqualified the original reasons for case-study 
selection, while giving the selection another meaning in the process, which turned out to be 
more relevant and insightful. Such occurrences need not be considered as weaknesses in the 
research design and thus go unreported, as is so often the case, but are to be presented as 
indispensable part of a reflexive methodology. Research is an act, not a closed-off product. 
Therefore, this project has chosen to present research results as a snapshot of a continuous 
process of reflexivity and learning, positioning them within this process. The methodological 
discussion here has a function that deviates from what is common. It is not a description of 
the set of tools with which the empirical part of the research project has been attacked; neither 
is it a solid defence of a certain research design as a general way of arriving at valid 
knowledge. Rather than that, it is the last reflexive discussion about the status and nature of 
the research project and the statements made within before putting the snapshot into print. 
This final instance of reflexivity, which of course is not genuinely final as the 
reflexive process continues beyond the writing of this book, is the story of this chapter. The 
chapter therefore can be interpreted as a kind of reading guide for the overall project. It is to 
be seen as a moment in the continuous process of reflection and reflexivity, an argument in 
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discussion, subject to adaptation itself. The story it tells, on basis of reflexive questioning of 
other stories told, is considered compelling for several reasons, but not final. Nor is it meant 
to be; reflexive debate requires open-ended contributions.  
Conclusion 
The methodological discussion presented in this chapter has sought to provide the 
methodological motivations and possibilities for a turn towards institutional theory as a theory 
of action. It has been argued that knowledge is constitutive of social reality, which is not 
structured a priori. From this perspective, casting methodology in terms of developing 
knowledge in correspondence to a priori structures is revealed as supportive of reification. If 
the structures of social reality are contingent and produced in the moment of structuration by 
agents, it follows that methodology has a primarily ethico-political character. The 
methodological position advocated is one of methodological pluralism as an ethical principle. 
Not correspondence to an external truth is what matters, but the ethico-political principle of 
emancipation.  
In order to foster emancipation, the methodology advocated here highlights the 
iterative and reflexive character of research. One consequence of this is that there are no fixed 
methodological choices, but these are subject to adaptation as result of reflexivity. Also, the 
entire present research project is to be interpreted as a unity, in which theory development, 
establishing methodological positions, and empirical observations have been undertaken both 
simultaneously and continuously. All these are texts, standing on an equal footing, and subject 
to reflection. The text of this book then needs to be considered as the most recent stage of an 
ongoing reflexive process rather than as a report of the outcomes of a closed research project.  
Moreover, the methodological pluralism as an ethical principle implies a turn to 
evocation and criticism rather than representation. Through such tactics, we can put ‘what is’ 
in perspective of ‘what could be’. Moreover, such evocative, outspoken criticism is preferable 
from a pluralist point of view because it is conducive to open dialogue. It is only when 
correspondence to a single Truth is the criterion to judge texts that reflexivity requires 
addressing the question why the current text would be ‘superior’ to others, and thus, why it 
has anything to offer beyond the various texts (NIE, developmental discourse in Malaysia and 
the Philippines) it discusses. In that case, a very humble posture would be in order. If pluralist 
emancipation is the criterion, though, such asymmetry between this text and the texts it 
discusses is not necessary for the current text to be valuable—on the contrary. However, in 
that case, there is no need to refrain from bold statements in the text either, as the text itself is 
inserted into a discussion with readers and other texts, able to criticise and be criticised as a 
contribution to ongoing reflexivity. On the contrary, for evocative reasons, one might argue 
that a bold, clearly positioned presenting of one’s case is conducive to open debate, as long as 
one does not pretend it to be the final text. Plurality only comes about when voices dare to 
speak.   
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5  Radical Change or Continuity?  
Reforms under the Mahathir administration 
 
Introduction 
This case-study deals with the economic reforms in Malaysia in the latter half of the 1980s 
and their representations. The question that will be taken up in this case-study is to what 
extent Malaysian institutions have been embedded in culture and why. Also, the implications 
of such embedding and its relations to final outcome in terms of economic development are 
discussed. The Malaysian case provides a good setting for such an undertaking.   
There are basically three reasons for taking Malaysian reforms as subject of study. 
First, a focus on reforms is useful because institutional change lies at the heart of any 
development process, and as such should be the core subject of any research about 
development. Moreover, it has been argued that the main difference between the successful 
East Asian economies and other developing countries has been their embrace of the global 
market at least from the 1980s onwards, which triggered a massive inflow of foreign 
investment. The reforms that took place in Malaysia, as one of the fast–growing Asian 
economies, have been lauded by foreign investors and institutional actors such as the World 
Bank as a timely and important move towards economic rationality (World Bank 1993). Since 
many developing countries—among them the Philippines, subject of the second case-study—
have attempted such market conform reforms in the 1980s, and many have not fared so well, 
the question emerges in what respects Malaysia has been different. The reforms in Malaysia 
in the 1980s have thus been of decisive importance for the country’s development and 
therefore merit academic attention.  
A second reason for the choice of Malaysia as a subject for case-study is the fact that 
Malaysia, with its neighbour Singapore, has stood at the forefront of the Asian Values debate, 
arguing that the economic successes of the region were embedded in an underlying culture. 
On both the issue of cultural embeddedness and the issue of successful reforms, Malaysia 
provides a stark contrast with the Philippines, which has not been considered a success and to 
which the whole debate about Asian Values has passed by. Therefore, Malaysia, with the 
Philippines, provides a useful case-study.   
Moreover, the combination of these two observations about Malaysia is rather 
puzzling, from a theoretical point of view. The idea of embeddedness seems to be at odds 
with the successful and relatively smooth reforms taking place in Malaysia, since 
embeddedness in an underlying culture would imply at best extremely incremental 
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institutional change that can hardly be imposed or steered. Yet, Malaysia presents a case that 
combines successful reforms with an embeddedness that features prominently. The theoretical 
tension between these phenomena is a third reason why Malaysian reforms have been selected 
as subject for research. In the previous chapters, it has been argued that we need to view 
embeddedness in culture, economic analysis, and the realm of the political as contingent acts 
of representation of social structures and of associated power distributions rather than as 
structural Facts. An analysis which questions rather than takes as given categories and causal 
relationships can provide an understanding of embeddedness that dissolves the 
aforementioned tension and sheds some light on the particularities of processes of structural 
reform.  
The basic outline of this case-study will be as follows. In this chapter, I will present 
two strongly differing accounts of the basic facts concerning the economic reforms in 
Malaysia in the latter half of 1980s. Subsequently, it will be shown how these two stories 
amalgamated in a new dominant history in the 1990s, stressing embeddedness in Asian and 
Islamic Values. Finally, the particular way in which each of these stories has been constructed 
and their implications for the process of institutional change will be discussed.  
In the subsequent chapter, these presentations will be analysed from the point of view 
of power and the interests of main actors. An explanation for the emergence of particular 
stories will be developed in their impact on power distributions. Also, this analysis will be 
taken onto a higher level by addressing the ways in which the stories about the Mahathir 
reforms reflect larger stories about Malaysian society, which in turn are embedded in power 
distributions as well.  
5.1. The Basic Facts, Version 1: the Mahathir Reforms 
A. THE CONTENT  
The 1980s were a crucial period for the Malaysian economy. It entered the decade in a 
worsening recession, and left it in a period of unprecedented economic growth. At the 
beginning of the nineties, the economic problems of the early 1980s seemed to belong 
completely to the past, and Malaysia was able to make one of the most serious claims to the 
severely contested title of “the fifth NIC”. This period of prosperity culminated in many ways 
in the declaration of the Vision 2020 programme by Dr. Mahathir in 1992, in which he set out 
plans for Malaysia to be an economically developed country by 2020, alongside several social 
goals. Given the economic situation at the time, the economic part of this promise seemed to 
be, although rather ambitious, not impossible. What had happened in the 1980s that had 
turned around the economic situation so dramatically?  
The short answer—the one which can be found in publications of foreign economic 
institutions like the World Bank—seems to be that Malaysia in the second half of the 1980s 
made a move towards market liberalisation and a more private sector oriented economic 
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approach. This approach rested on three main pillars; (foreign) private sector investment was 
deregulated and promoted, public sector expenditure was reduced, and various state-owned 
companies were privatised or corporatised (World bank 1993; Ismail and Meyanathan 1993). 
These more or less “textbook” reforms triggered a strong inflow of foreign investment in the 
second half of the 1980s, fostering high levels of economic growth (9% a year from 1988 on). 
As such, Malaysia has often been held as an example of good governance for other 
developing countries, often plagued with inefficiencies due to excessive government 
intervention and expenditure, to emulate (Ismail and Meyanathan, 1993). 
However, it is difficult to assess the importance of the changes the reforms brought 
without understanding the situation existing prior to them. The economic reforms undertaken 
by the Malaysian government in the 1980s therefore should be considered in their historical 
context. Privatisation, liberalisation, and reduction of the public sector were more than just a 
coincidental combination of loosely interconnected policies; they should be seen as a shift in 
comprehensive development strategy. The strategy adopted in the mid-1980s was one of 
openness, free market principles, and export orientation and, as such, was opposed to the prior 
strategy of public-sector-driven development, protectionism, and import-substituting 
industrialisation. But more in general, the new economic policy regime was but one of various 
Malaysia had experienced since independence.  
Inheriting an economic structure very much fashioned by colonial policies, the newly 
independent Malaya of 1957 was a successful exporter of primary commodities such as tin 
and rubber. Although these provided a viable basis for further economic expansion, it was 
widely felt that in order to genuinely improve living conditions in the country, some degree of 
industrialisation was in order. Following the recommendations of a World Bank report of 
1955, the government of the new state therefore set out on an import-substitution strategy 
(Saravanamuttu 1987, 47). A pioneer industries programme was launched, with some 
selective tariff protection measures for import-substituting firms. Overall protection remained 
low by international standards, however. In general, the policy did not take on a strongly 
interventionist character, as the government refrained from setting up state enterprises and 
turning towards economic nationalism. On the contrary, the government adopted a laissez-
faire attitude towards the economy, limiting its role to providing infrastructure.  
As a result of this policy, during the first decade of its existence as an independent 
state, Malaya—Malaysia after 1963 when Singapore, Sabah and Sarawak joined the 
country121—experienced moderate growth. The agricultural sector remained dominant, but 
manufacturing of light consumer goods expanded alongside122. However, in the late 1960, it 
was felt that the laissez-faire policy of the government might have been capable of delivering 
moderate growth, but not the kind of industrialisation and development that was necessary to 
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 Singapore left the federation again two years later.  
122
 The contribution of the primary sector to GDP in 1970 was still 44.3%, with the secondary sector at 18.3% 
(Rahman Embong 1998, 89). 
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seriously combat poverty in Malaysia. In addition, the limited size of Malaysia’s population 
meant that the growth potential of primary import-substitution was more or less exhausted. A 
more pressing reason to change strategies, however, was the fact that economic policy since 
1957 had done nothing to eradicate inequality, which in Malaysia was perceived to have a 
nasty ethnic side to it. The modern sector was dominated by Chinese, whereas Malays were 
usually working in agriculture; with manufacturing expanding, such racial inequalities 
became sharper rather than smoothed123. Many felt that it took a more proactive role of the 
government to address these issues.  
To stimulate industrialisation, the Investment Incentive Act was introduced in 1968, 
which included tax holidays, import protection, special concessions for export industries, and 
the creation of Free Trade Zones. Over the years, labour would be increasingly repressed, 
facilitating labour intensive industrialisation (Alavi 1996, 37). The watershed in economic 
policy came only in 1971, however, when a new Malaysian government, prompted by racial 
violence in the year preceding, launched the New Economic Policy (NEP). Seeking to address 
the economic inequalities between ethnic groups and the continued dependence on primary 
commodities produced under foreign ownership, the NEP meant a sharp break from the 
laissez-faire attitude of the previous government. From now on, the role of the state in the 
economy increased significantly (Bowie 1991; Drabble 2000, 187). In first instance, measures 
were directed mainly at companies held by foreigners, while Malay entrepreneurs were 
expected to take advantage of the new opportunities. When it turned out that successful 
private Malay entrepreneurs were not forthcoming in large numbers, the government took 
over their role, positioning itself as Malay entrepreneur. The number of State Owned 
Enterprises (SOE’s) soared124, eventually leading to a SOE-sector that was to be among the 
largest in the world, centrally planned economies aside. Between 1970 and 1980, the number 
of state employees increased by 73.9% (Adam and Cavendish 1995, 15-17). In addition, 
various government affiliated institutions were created to generate assets and investments to 
increase the Malay share (Susela 1999, 48; Mehmet 1986)125. During the 1970s, this 
expanding role of the state was not accompanied by an increasingly inward orientation, as in 
some other developing countries. Rather, the strong growth required for the NEP forced the 
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 Indeed, inequality had risen in the years since independence, with Gini coefficients up from 0.412 in 1957/8 
to 0.513 in 1970. Although this reflected an increase in ethnic inequality—Malay mean household income in 
1959 prices rose only from $134 to $170, with Chinese and Indian mean household incomes rising from $288 to 
$390 and $228 to $300 respectively—it also indicated a rise in intra-ethnic inequality. Median incomes rose 
much less than mean incomes for each ethnic group, even falling for the Indian subcategory (Drabble 2000, 
Table 13.3). For 1970, it has been shown that interracial income differences amounted to only 13% of overall 
inequality (Demery and Demery 1992, 22-23). A look at the distribution of poverty provides more backing for 
the NEP’s focus; 78% of all poor households were Malay.   
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 SOE’s grew at a rate of over a hundred enterprises a year by the mid-1970s. 
125
 Among those were Pernas, Urban Development Authorities, Permodalan Nasional Berhad (PNB) and the 
various State Economic Development Corporations. 
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government to pursue an active export promotion strategy (Grace 1990)126. Tariffs rose to 
medium levels, and increased protection was extended to selected EOI firms.  
The strategy paid off. Labour-intensive industries like textile and electronics expanded 
rapidly (Grace 1990), average household incomes rose by 33% between 1970 and 1976 and 
by another 40% in the next eight years, and Malay incomes expanded disproportionately fast 
(Drabble 2000, Table 13.3)127.  Real GDP grew at an average of 7.6% for the 1970-80 period, 
and 8.6% for the 1975-80 period (Jesudason 1990, 81). However, towards the end of the 
decade, tides began to turn. The growth in the 1970s had been to a large extent a consequence 
of the rapid expansion of public sector investment. Development expenditure, as a percentage 
of GNP, had grown from an average of 8% in the First Malaysia Plan (1966-70) to 25.6% in 
the Fourth Plan (1981-1985) (ibid). Over time, the expansion of state-involvement in the 
economy began to come at cost of performance (Bruton 1992, Ch.14). Moreover, in addition 
to crowding out effects, the private sector was curtailed by all kinds of rules and regulations 
regarding investment. The most notorious of these was probably the Industrial Co-ordination 
Act (ICA) in 1975, demanding every manufacturing company with more than 25 employees 
or more than $100,000 (later amended to $500.000) in shareholders funds to apply for a 
license with the Ministry of Trade and Industry, which could be denied or revoked at the 
Ministry’s discretion (Jesudason 1990, 136; 141). The conditions for a such a license were 
rather stringent; they included a minimum of 30% equity to be put aside for Malay interests in 
case of Malaysian firms, and a minimum of 70% ownership for Malaysians, of which 30% 
Malay, in case of foreign firms. Similar demands existed concerning distributors and 
employment (Jesudason 1990, 137)128.  Since most of the domestic private sector was still 
Chinese, these demands posed serious problems for them. Especially for small and medium-
sized enterprises, which often were family-based organisations, the employment and equity 
demands not only went against economic interests, but affected the social organisation as 
well. Chinese often coped with these policies by reducing domestic investment, turning 
towards the service and property sector rather than manufacturing, or going abroad. Non-
bumiputera investment thus fell from 66.9% of all investments in 1971 to below 30% since 
the introduction of the ICA (Jesudason 1990, 142).  
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 This argument (Grace 1990) seems rather anachronistic, as it is only with hindsight that the idea that export 
orientation would be related to growth emerged, actually based upon the experiences of Malaysia and other 
Asian economies. At the time, it was widely felt that growth required import substitution, making the argument 
that Malaysia turned towards EOI because it needed the growth flawed.   
127
 Indian and especially Chinese benefited from the NEP as well, because the general expansion of the 
economy, government largesse and the increased share of Malaysian nationals in the economy were 
advantageous to all ethnic groups alike.  
128
 As one observer noted, this meant a radicalisation of the equity objectives of the NEP. It is one thing to 
demand 30% equity to be in hands of bumiputera as an average over the total economy, but quite another to 
demand 30% equity for each and every firm. Ironically, he continues, this interpretation might actually do the 
position of bumiputera more harm than good; they would be locked in a minority position in all companies 
(Yong Poh Kon, 1987, 166) 
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For a long time, favourable external conditions were enough to offset these problems; 
external demand, buoyed by the commodities boom and the discovery of oil, induced an 
important increase in domestic production activity, especially in the second half of the 1970s. 
The balance of payments position was favourable, and the merchandise trade balance 
registered a surplus of $23,296 million during the period 1976-80 (Fifth Malaysia Plan 1986, 
10). However, when at the turn of the decade the slowdown in industrialised countries and a 
fall in commodity prices led to a deterioration of the terms of trade, Malaysia began to 
experience serious economic difficulties (Ariff 1990, 27: Cho 1990, 31). Increasing 
imbalances in external payments and falling investment levels highlighted the underlying 
weaknesses. In response to these problems, the government increased spending in “an attempt 
to smooth expenditure flows during what was considered to be a temporary deterioration in 
terms of trade” (Demery and Demery 1992, 64) and to compensate for the sluggish private 
investment growth (2.3% per annum over the 1981-85 period: Fifth Malaysia Plan 1986, 13). 
The new Prime Minister Mahathir bin Mohamad, ascending to power in 1981, launched the 
Look-East Policy as model for development. In this vision, Malaysia was no longer to look at 
the West, but should try to emulate Japan and South Korea instead129. Alongside many 
references to a presumably “Eastern work ethic” which Malaysia should cultivate, the most 
striking element of the Japanese and South Korean development model deemed worthy of 
imitation was the government-induced heavy-industries push that both countries had gone 
through. In an effort to industrialise Malaysia along those lines, Mahathir embarked on an 
ambitious heavy industrialisation plan, already having set up the Heavy Industries 
Corporation of Malaysia (HICOM) in 1980 as Deputy Prime Minister. Thus, government 
intervention increased further, with Malaysia entering a stage of secondary import-
substitution, or at least trying to. Under the Mahathir administration, HICOM expanded fast, 
going into cement manufacturing, iron and steel, petro-chemicals, and shipbuilding, while 
setting up a small engines manufacturing project, industrial estates, and, perhaps most 
notoriously, a car manufacturing plant by the end of 1984 (Jesudason 1990, 118). The 
HICOM programme involved high tariffs for the selected industries, thus seeking to stimulate 
FDI (Drabble 2000, 259). The economic merit of the heavy industries project has been 
questioned almost from the beginning, and many of the projects have remained problematic 
and dependent on state support for a long time. Malaysia, lacking the market, the technology, 
and the skilled manpower of South Korea or Japan130, seemed to have overreached herself in 
an attempt to leapfrog a little too far, too early131. In 1986, the Industrial Master Plan would 
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 Note the absence of Taiwan, R.O.C., or Singapore in this rhetoric, which is likely to be related to the 
dominantly Chinese population of these economies.  
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 With respect to the lack of a market, that might have been offset by another plan, Project 70 million. This 
called for a quite dramatic increase in Malaysia’s population to 70 million by 2040. If this was the kind of 
maturation period Mahathir had in mind when advocating the HI push, the programme should actually be called 
a success beyond expectations.   
131
 An indication that economic rationality was not an essential criterion in the initiation of the programme is the 
fact that at the time Malaysia embarked on its HCI Push, very few observers would have considered the Korean 
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conclude that the ISI sector had not developed behind tariff protection to the level where 
industries were competitive internationally, and that the programme had failed to upgrade the 
Malaysian industrial base. The EOI sector was still narrowly based on electronics/electrical 
machinery assembly and textiles, with few linkages with the rest of the economy. There was 
still little domestic technology, and trained labour remained scarce. 
The flawed secondary IS programme did have a significant impact on the economy in 
other ways, though. The expansion of state investment associated with the heavy industries 
push meant a significant drain on government resources. This was further aggravated by a 
rapid increase in public employment (with 11.3% and 9.4% in 1980 and 1981 respectively 
(Osman and Ismail, 1994, 208-9)), and a series of financial scandals, such as the governments 
attempt to corner the tin market, resulting in losses of RM660 million in 1982. All this 
amounted to rising fiscal deficits, a problem all the more serious because the percentage of the 
deficit that was financed by foreign borrowing also increased from 23% over the 1976-80 
period to 51.4% over the 1981-85 period (Jesudason 1990, 81). The resulting expansion of 
public debt began to take on problematic proportions. Also, the borrowing of the state led to 
further pressure on the balance of payments as it triggered a steady appreciation of the ringgit, 
causing it to be overvalued by about 20% in the end of 1984 (Ariff 1990, 37). Problems were 
exacerbated because the expansionary fiscal policy was not accompanied by a relaxed 
monetary stance. As a result, interest rates rose to 12.3%132, creating significant crowding out 
effects (Ariff 1990, 33; Osman and Ismail 1994, 206).  
Although already after the elections of 1982, in the face of increasing foreign debts 
and slowing growth, austerity measures were introduced, the rise in Non Financial Public 
Enterprises (NFPE’s, also called Off-Budget Agencies, or OBA’s) over the years meant that 
large parts of public expenditure stayed outside Treasury control. Since public enterprises 
increased their investments, even after the reduction of investment spending by the federal 
government from 1982, the net effect of the austerity measures was marginal (Osman and 
Ismail 1994, 203). The expansion of NFPE’s was especially problematic, since the speed of 
investment—39% per annum between 1982 and 1984—was at variance with their 
performance. In 1980-85, public enterprises accounted for about 64.3 % of public sector 
deficit (Rugayah Mohamed 1995, 68). NFPE’s made up half of public investment by 1984, 
and exhibited a deficit of 3.4% equalling $4 billion (World Bank 1989; Yip Yat Hoong 1987, 
141). The issue of curtailing public enterprises was a contentious one, as can be seen in the 
development of the State Economic Development Corporations (SEDC’s). Already in 1981, 
Deputy PM Musa Hitam had proposed rationalisation of SEDC’s, only to be immediately 
opposed by Minister of Public Investment Rafidah Aziz, who argued that profit was not the 
(only) motive for such companies. In the next few years, profits definitely turned out not to be 
                                                                                                                                                        
HCI push to have been anything worthy of emulation. In 1979-80, the Korean economy experienced one of its 
most serious recessions in decades, one that was largely contributed to the HCI Push of the 1970s.  
132
 Nominal bank lending rate.  
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a leading criterion: in 1984, the losses of 125 SEDC’s exceeded the profits of 103 profitable 
SEDC’s, by $360.6 to $346.8 million (Jesudason, 1990, 100; New Straits Times, 4 March 
1984). 
As a result of all of this, by 1985 the Malaysian economy was facing an even worse 
recession than at the start of the decade. The attempts to spend its way out of the recession 
had resulted in accumulating debts, falling private investment, and serious balance of 
payments problems. Per capita GNP fell from $4800 in 1984 to $4600 in 1985 and $4100 in 
1986 (Khoo Kay Jin 1992, 51).  The situation was all the more urgent because of the fact that 
there was a threat of bunched repayments falling due after 1985, and the appreciation of the 
Yen (in which much of foreign debt was denominated) following the Plaza Agreement in 
1985 meant a significant increase in the debt burden (Ariff 1990, 39). Something had to be 
done. But changes were already in the making.  
In July 1984, Daim Zanuddin replaced Tengku Razaleigh as Finance Minister, 
following the latter’s second loss to Musa Hitam in the UMNO election for the Deputy 
Presidency. This marked an important change in fiscal policy. Daim, a successful 
businessmen and personal friend of Mahathir, stepped up efforts to reduce government 
spending. One of the measures taken was a job- and wage freeze to reduce public sector 
employment, resulting in bringing down the annual increase in federal public sector wages 
from 25.9% (1981) to 3.6 (1984) (Osman and Ismail 1994, 214-5). Not only did direct state 
expenditure actually contract, but also were public enterprises increasingly disciplined. Some 
were closed, others were reorganised. Failing management was sometimes publicly scorned, 
told to resign in absence of good results, or replaced; in Daim's words, “either you perform or 
say goodbye” (Far Eastern Economic Review, September 1988). 
As could be predicted, the sudden reduction of public expenditure initially triggered a 
recession of quite unprecedented proportions in Malaysian terms. To compensate for the 
falling public investment, however, several deregulatory measures were taken to promote the 
private sector. The government quietly announced the suspension of NEP and consolidated 
and accelerated liberalisation (Jomo K.S. 1995, 5). The strict equity requirements of the ICA 
were loosened; foreign firms were again allowed to own 80% of equity in export-oriented 
companies, even 100% in individual cases (Yip Yat Hoong 1987, 140). Furthermore, the 
threshold level under which a company was exempt from ICA requirements was raised to 
$2.5 million in shareholders capital, or from 25 to 75 employees, giving Chinese SME’s some 
breathing space. In addition with the relaxing of the ICA, the Promotion of Investment Act 
was introduced in 1986. This act provided a wide range of incentives for manufacturing, 
agriculture and tourism, such as pioneer status, investment tax allowances, etc. Deregulation 
of investment was accompanied by tariff reductions and import liberalisation for export 
oriented firms. Also, new labour policies and laws enhancing labour flexibility stimulated the 
private sector.  
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The third component of the government’s answer to the economic problems—apart 
from the reduction in government expenditure and deregulation—was privatisation. 
Privatisation had actually been announced in 1981 already, and was cautiously introduced at 
the end of 1983 (with the license for the creation and operation of Sistem Television to the 
Fleet Group), but went full steam ahead in the second half of the 1980s. Privatisation entailed 
the divestment of public enterprises (sometimes preceded by corporatisation), awarding 
contracts to the private sector, and divestiture by transferring resources to trust companies 
such as the PNB133. In these ways, a large number of enterprises and projects have been 
privatised; among the most (in)famous cases are the privatisation of Malaysian Airlines, the 
Malaysian International Shipping Corporation, and the awarding of the North-South Highway 
contract to UEM.  All this amounted to a “reversal of much of what the NEP had come to 
stand for” (Jomo K.S. 1995, 5)  but Daim managed to pursue such unpopular measures—
perhaps because he was relatively insulated from political pressures (ibid.).  
These measures managed to get the economy back on the right track. In fact, the 
turnaround has been quite impressive. From 1988 on, the economy started to grow by 9% a 
year, boosted by foreign investment. This recovery was helped by an effective appreciation of 
the ringgit, spurring exports. The Plaza Agreement, in the immediate run creating problems 
for Malaysia as its yen-denominated suddenly rose, in the longer run turned out quite a boon; 
the appreciation of the yen triggered a massive outflow of Japanese investment into Southeast 
Asia. Within the region, Malaysia was definitely one of the countries best equipped to benefit 
from this investment. In spite of the fact that growth was to a large extent due to foreign 
capital inflows, domestic linkages and value added were higher in this period than before 
(Jomo K.S. 1994, 123). The impressive economic performance Malaysia experienced in the 
years following the economic reforms quickly muted the criticism on Mahathir’s economic 
management. In fact, for many Malaysians and foreigners the economic recovery could to a 
large extent be attributed to Mahathir’s sound economic policies. Soon he became to be 
regarded the best bet for sustainable economic growth.  
B. THE CONTEST  
This presentation of events might suggest that the new direction of economic policy was 
altogether uncontested. However, the second half of the 1980s were not only witness to 
fundamental economic reforms, they also were the scene of arguably the most intense 
political struggle Malaysia has experienced since its dependence. This fact might be easily 
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 The PNB (Permodalan Nasional Berhad) is an investment corporation set up in order to accumulate and 
manage capital on behalf of Bumiputera. It was placed under the jurisdiction of the Yayasan Pelaburan 
Bumiputera (YBB: Bumiputera Investment Foundation), which was established by in 1978 and fell directly 
under the Prime Minister. The PNB, together with its wholly owned subsidiary the Amanah Saham Nasional 
(ASN: National Trust Fund), buys and holds shares in trust for individual Bumiputera investors. (Jomo and 
Gomez 1999, 34-5) The idea behind setting up the ASN in 1979 was that divestiture might lead to shares falling 
in Chinese hands; ASN is to prevent this by distributing shares to individual bumiputera investors.  
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overlooked if we only pay attention to the general elections of 1986, in which the governing 
coalition was able to claim a resounding victory. Politics in Malaysia is slightly more 
complicated than that, however.  
Since 1957, Malaysia has been governed by a multi-ethnic coalition, headed by the 
Malay nationalist United Malay National Organisation (UMNO). This coalition, existing 
further of the Malaysian Chinese Association (MCA) and the Malaysian Indian Congress 
(MIC), had successfully negotiated independence from the British. UMNO, being the 
dominant party, always provided the Prime Minister and Deputy Prime Minister, as well as 
some contentious posts such as the Minister of Education, with less important posts reserved 
for the other parties in the Alliance coalition. The dominance of the coalition has never been 
very seriously threatened; the only time such a thing happened, in 1969, the coalition 
responded by including other parties and thus regaining a solid majority (renaming itself as 
the Barisan Nasional, or National Front). With the creation of the Barisan, the electoral 
dominance of the coalition in national elections and the leadership of UMNO had never been 
never in question. The only meaningful opposition at national level came from the 
Democratic Action Party (DAP, Chinese dominated) and the Islamic Party PAS (which had 
been member of the Barisan coalition briefly during the 1970s). It was not surprising therefore 
that, in the 1986 general elections, the Barisan parties—and UMNO especially—were able to 
claim a victory, winning 148 of the 177 seats. At that time, more important political 
contestation took place within the coalition, and especially within UMNO, however. Behind 
this front of consolidation of power of the Mahathir administration, the level of infighting and 
factionalism within UMNO rose to unprecedented heights, ultimately resulting in the split of 
UMNO.  
The saga had its roots in the way Datuk Musa Hitam had risen to the posts of Deputy 
Prime Minister and Deputy UMNO President in 1981. As the new PM Mahathir Mohamad 
initially did not state a preference for the UMNO Deputy Presidency, both Education Minister 
Musa Hitam and Finance Minister Tengku Razaleigh ran for the position, which normally 
would imply the post of Deputy PM as well. As it soon turned out, Mahathir favoured Musa 
Hitam, who eventually won the contest. By now, the seeds of division within UMNO were 
sown, however.  
In the following years, Mahathir and Musa, both having emerged after the 1969 riots 
as champions of the Malay cause, developed as a close team, becoming known as the “Two 
M’s” administration. Razaleigh stayed on as Finance Minister, however. Holding that position 
since 1976, he continued with the expansion of the role of the state in the economy in name of 
the NEP’s restructuring objectives and counter-cyclical state intervention, like had been done 
in the 1970s. These policies put him in increasing opposition to Mahathir, who had announced 
privatisation and a larger role for the private sector. As one of the World Bank publications 
about Malaysian economic policy remarks, “the new leaders (i.e. Mahathir and Musa) were 
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less committed to the NEP and to the prevailing development strategy than had been the 
previous leaders” (Bruton 1992, 304). In fact, in the circles of ‘the two M’s’ “questions were 
raised about the large role the government had played in the growth of the 1970s” (ibid, 309). 
The underlying conflict came closer to the surface when Razaleigh challenged Musa Hitam 
again for the UMNO Deputy Presidency in 1984. Razaleigh lost yet another time, and was 
now replaced as Finance Minister as well by Daim Zanuddin, a businessman and personal 
friend of Mahathir. From that moment on, Mahathir’s economic reforms began to gather 
steam.  
 Meanwhile, signals began to emerge that Musa Hitam was gradually losing 
Mahathir’s favour in favour of former ABIM leader Anwar Ibrahim, and he resigned as 
Deputy Prime Minister on February 26, 1986, being replaced by Ghafar Baba. He was 
persuaded to stay on as Deputy President of UMNO, however. This represented a break with 
UMNO custom, according to which the UMNO Deputy President was always the same 
person as the Deputy PM. A clash between Mahathir and Musa was clearly in the making. 
The conflict between Mahathir and Musa Hitam acquired a new dimension, when Musa in the 
prelude to the UMNO party elections of 1987 announced he was planning to defend his post. 
Rumours began to arise that Musa would team up with Razaleigh, who would then be 
challenging Mahathir himself for the UMNO Presidency. On April 11, 13 days before the 
UMNO elections, Razaleigh announced that would indeed run for the post of UMNO 
President, making the split in what came to be known as Team A and Team B definite.  
The rift in Team A and Team B can be related to differences over policy. Razaleigh, in 
this view, is associated with the old interpretation of the NEP “that may be summarized 
crudely as Government largesse to prop up a growing stratum of Malay businessmen” (Khoo 
Kay Jin 1992, 57). Mahathir’s team, on the other hand, is considered to have been in favour of 
privatisation, bureaucratic reform, austerity programmes, and prioritising private sector-led 
growth above redistribution (Khoo Kay Jin, 1992: Malek Marican, 1987, quoted in Khoo Boo 
Teik 1995, 264). When confronted with falling investment levels and halting growth, 
Mahathir was prepared to hold the political aspects of the NEP in abeyance in order to focus 
on downright growth (Asiaweek, Nov 20, 1987, 28). His policies were summarised as “a 
reduction in the weight the government placed on equity and the increased attention given to 
growth. Prior to 1980, such a shift in emphasis would have been quite unthinkable, but with 
the ascendancy of Prime Minister Mahathir in 1981, a more critical review of the NEP 
became possible. Dr. Mahathir’s views on development were fairly well established before 
the recession began, but the economic difficulties gave him a much stronger and more 
convincing reason to give renewed attention to growth” (Bruton 1992, 309). The result of this 
turnaround in economic policy was the unprecedented growth spurt of the late 1980s and 
1990s. But before that could happen, a battle had to be fought over the direction of economic 
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policy. To a large extent, the fate of the economic reforms was to be decided in the UMNO 
election. 
The differences over policy were not only economic in nature, however. Mahathir was 
not only a liberal modernizer in the economic sphere, but sought to rid Malaysia’s 
institutional framework from regressive traits in a more general sense as well. It has been 
noted that “in the 1980s, there was a concerted effort by individuals and small groups which 
later grew into a populist movement to rid the Malays of their feudal inheritance. How far 
they succeeded is not important but what is more important is that there was a consciousness 
and a beginning to divest the Malays of their feudalistic traits. This concerted movement or 
awareness could be seen through the 1983 constitutional crisis, the UMNO crisis in 1987, and 
the royal immunity crisis in 1992 and 1993” (Muhammad Haji Muhd Taib 1996, 10). As this 
summing up of events indicates, a major element of the modernisation of the Malaysian 
society was the project to push back the power of traditional rulers and transfer more and 
more powers to the accountable, bureaucratic state134. Being the first Prime Minister of 
Malaysia unable to claim royalty, Mahathir clashed a number of times with the rulers over the 
distribution of powers. The constitutional crisis of 1983 was the first—and one of the most 
important—of such classes135.  
In this instance, having “the Malay role consolidated in political life, Prime Minister 
Mahathir attempted to carry out his own rationalising plan that truncated the Agong’s role in 
politics” (Case 1996, 175). The plan was, among others, about the powers of assent of the 
Agong. According to the constitution, all Bills passed by Parliament had to receive the royal 
assent before they could be gazetted as laws. However, since no time-frame for giving assent 
was defined, the Agong could theoretically withhold assent of Bills to his disliking 
indefinitely, giving the Agong powers that went beyond ceremonial and symbolic privileges. 
The 1983 amendment introduced a time-frame for giving assent, which was put at maximally 
fifteen days, after which a Bill would be automatically deemed to have been given assent if it 
had not been formally the case yet. Other elements of the amendment included the transfer of 
the right to declare a state of emergency from the Agong towards the Prime Minister, at his 
discretion (In-Won Hwang 2003, 126-7). Although in practice, these powers of the Agong 
had never posed a problem “the underlying argument appears to (have been) a fear hinted at 
but otherwise unarticulated that a future elected Agong might not behave according to the 
norms of a constitutional monarch” (Lowe 1984, 7).  
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 Malaysia is a federal kingdom, being created out of the nine Malayan sultanates, supplemented with the 
Straits Settlements of Penang and Malacca and, later, Sabah and Sarawak. The traditional rulers of the Malay 
states take turns in the kingship, electing the Yang Dipertuan Agong, or King of Malaysia every five years from 
one among them. The traditional rulers hold several important powers in the states they head.  
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 It has to be recognised that, although any Malaysian government is bound by the constitution, the consistent 
two-thirds majority of the Barisan Nasional has made constitutional amendments almost as easy as ordinary law-




Ironically, the constitutional amendment itself turned out to be one of the few cases in 
which the King chose to actually use his powers: while the Bill had been passed on 6 August, 
it had not yet received the King’s signature in October. The traditional rulers opposed the 
amendments vigorously, as they saw it as an attack of their position, which was closely 
related to the position of Malays in the country136. What was worse, almost half of Malay-
nationalist UMNO took their side on this matter (In-Won Hwang 2003, 238). Debate about 
the amendment flared up. Rallies and counter-rallies were held; the media—tightly controlled 
by the government—began to depict rulers as lavish spendthrifts. In the heated exchange of 
arguments, “the position of the rulers was pitted against the sovereignty of the people in 
democracy” (Lowe 1984, 11). Rumours were cultivated about the existence of a radical 
republican movement in Malaysia, with the government as all that stood between these 
radicals and the monarchy. In the end, the impasse turned out to be more problematic to the 
government, however. The Constitutional Amendment Bill contained many more articles than 
the point about royal assent. One amendment was the increase of parliament seats from 154 to 
176, which would require modifications to the delineation of constituency boundaries. With 
1984 elections coming up, this was an important and time-consuming process, given the 
ample opportunities of gerrymandering it implied. Thus, the government was under pressure 
to solve the crisis. It finally compromised on its position; on January 9, 1984, many of the 
amendments were revoked. The timeframe for assent was extended to thirty days, while, 
afterwards, Bills that had not been given assent could only become law if they obtained a two-
thirds majority in Parliament. Rulers retained their right to participate directly in the drafting 
of laws.  
The powers of the rulers were further curbed as the Mahathir administration lasted. In 
1990, UMNO adopted a resolution in which the King was advised to adhere strictly to its role 
as a constitutional monarch. Whereas the Sedition Act prohibits public discussion over the 
status and privileges of the Rulers, Mahathir made it clear that, in his opinion, this did not 
extend to a prohibition of criticizing any ruler “deemed to have overstepped his role as a 
constitutional monarchy” (The Star 22 December 1990). Some of the rulers, meanwhile, did 
not make matters better for themselves; in 1992, the Sultan of Johor was accused of assaulting 
a hockey coach, a case with some precedents. This incident unleashed a public outburst, a 
sentiment cashed in upon by the government who set out to amend the constitution yet again 
in order to strip the rulers of their immunity. A further amendment in 1994 did away with the 
compromises achieved in 1983; from now on any Bill would automatically become law after 
thirty days, regardless of whether the Agong had assented or not. Now that this piece of 
‘unfinished business’ was completed, Mahathir had succeeded to a large extent in reducing 
the powers of the rulers beyond that of a constitutional monarchy. However, in the process, he 
had made some important enemies. Tunku Abdul Rahman, first Prime Minister of Malaysia 
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 Among the opponents of the Bill was Tunku Rahman, Malaysia’s first Prime Minister.  
Radical Change or Continuity? 
 147 
and member of the Kedah royal family, was one of the fiercest opponents of the 1983 
Constitutional Amendment, and a strong critic of the Mahathir administration in general. He 
joined hands with Tengku Razaleigh—himself from Kelantanese royalty—in the power 
struggle of 1987, indicating that the rift was about more than only economic policy. Thus, not 
only the fate of the economic reforms was to be decided in the UMNO elections, but 
Mahathir’s endeavours to make Malaysia into a modern constitutional monarchy were at stake 
as well.   
The elections itself were very tight; Mahathir (after two recounts) won by 761 to 718 
votes, while Ghafar Baba defeated Musa Hitam by 739 to 699. Allegations of vote-rigging 
emerged, but Razaleigh accepted his defeat. This was not the end of it, however. Instead of 
trying to mend the split in the party by compromising and giving members of Razaleigh’s 
camp posts in the administration, Mahathir began to purge the administration of Team B 
members. At the same time, eleven members of Razaleigh’s camp did not recognise their 
defeat and took the case to court, asking for the elections to be nullified and for new elections 
to be held137. On February 4, 1988, to the surprise and shock of many, Justice Harun Hashim 
ruled in favour of the complainants. However, instead of ordering new party elections, Harun 
Hashim argued that, since illegal branches of UMNO had taken part in the election, UMNO 
had not complied with the Societies’ Act, was therefore itself an illegal party itself, and ought 
to be dissolved.  
As a result of this ruling Mahathir, still Prime Minister, lost the automatic support of a 
majority in Parliament. Other parties in the coalition immediately declared their support for 
him, though, so that Mahathir could stay on. Now, a run between the two camps materialised 
to register their Team as UMNO first, to be won by Mahathir’s side, which started UMNO 
Baru (New UMNO)138. Razaleigh’s camp subsequently registered as Semangat ’46 (Spirit of 
’46), which was joined by former PM’s Tunku Rahman and Tun Hussein Onn139.  
When federal elections were to be held in 1990, this again presented an opportunity to 
contest the policy direction that Mahathir stood for. Razaleigh’s Semangat ’46 formed a 
coalition with, among others, the mainly Chinese DAP, Islamist PAS, and PBS (Parti Bersatu 
Sabah). Thus, for the first time in Malaysian history, a credible alternative to Barisan’s 
hegemony came about. By now, however, the economic reforms had already paid off, and 
Malaysia had been enjoying three years of very high economic growth, generally attributed to 
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 Mahathir did not seem to be very bothered about this lawsuit prior to the verdict; as he said, “I do not care 
what the result is” (Khoo Boo Teik 1995, 290)  
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 Actually, Team B would have been the first to register, but for the fact that their application was denied on 
the ground that the original UMNO had not technically been de-registered yet. When this would be the case was 
not made public, however, though naturally, it was known to Mahathir’s camp, which immediately registered as 
UMNO Baru.  
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 After the High Court’s deregistration of UMNO, the UMNO-11 complainants appealed to the Supreme Court, 
now arguing not only for the dissolving of elections but also for reviving the original UMNO. This was a real 
threat: in fresh UMNO elections, Mahathir might loose, or might even be barred from contesting in the first 
place since he was now leader of a separately registered UMNO Baru. Before the case could be heard, however, 
it was quietly removed from the hearings list (Case 1996, 202). 
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Mahathir’s sound economic management. The Gagasan Rakyat coalition (as the pact between 
DAP and S’46 was known) was fighting a lost battle. Although the DAP and PAS made 
considerable gains, S’46 only lost seats and gradually faded away as an important political 
power until Razaleigh rejoined UMNO in 1996.  
C. DEVELOPMENT ALONG UNIVERSAL PRINCIPLES: THE IMPERATIVE OF ECONOMIC 
RATIONALITY 
As pointed out, Mahathir’s economic policy and Malaysia’s performance enticed appreciation 
from in- and outside the country. The privatisation policy of Malaysia came to be regarded as 
an example for many developing countries (Privatisation Master Plan, Economic Planning 
Unit 1991). Especially in the circles of the World Bank the policies were met with enthusiasm 
(World Bank 1993; Ismail and Meyanathan 1993; Bruton 1992). One of the reasons for the 
World Bank’s approval was probably that the economic problems Malaysia faced in the mid-
80s were very similar to the problems faced by many developing economies; accumulating 
debts, external shocks, structural rigidities due to excessive state intervention. The reaction to 
such problems, however, was deemed very different. In the influential World Bank study The 
East Asian Miracle of 1993, the authors specifically contrast the successful East Asian 
economies with the cases of Mexico and Côte d’Ivoire, as exponents of the whole of Latin 
America and Sub-Saharan Africa (World Bank 1993, 118). It is argued that the swift and 
appropriate reaction to macroeconomic dislocations common to emerging economies is what 
distinguishes countries like Malaysia from their Latin American and Sub-Saharan 
counterparts; “appropriate” might then be understood as following the kind of orthodox 
policies often advocated by World Bank and IMF in such cases140. In Malaysia’s case, the 
high economic growth of the late 1980s and early 1990s started because “a combination of 
terms of trade shocks and fiscal imbalances prompted the government to move in 1986 away 
from state-led industrialization.” (World Bank 1993, 135). The Malaysian government was 
prepared to abandon its interventionist strategy when problems emerged and even “to 
pronounce certain policies and their implementation as outright failures” (Ismail and 
Meyanathan 1993, 47). For example, “the Privatization Plan was, in fact, an admission that 
mistakes had been made during the second phase of Malaysia’s development” (ibid, 23). This 
preparedness might be related to a virtue that the World Bank study considers to lie at the 
heart of the successful economic policy making in East Asia: pragmatism, understood as 
being non-ideological and reversible, and the insulation of the technocracy (ibid, v).  
The importance of these characteristics of policy making can be seen perhaps most 
clearly in the case of privatisation. Privatisation, in a different institutional context, might 
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 Indeed, the Malaysian reforms can be seen as more or less textbook reforms, provoking the impression that 
they were undertaken under IMF pressure (Jomo K.S. et al, 1987), even though Malaysia never had to actually 
step to the IMF for support.  
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have very easily be hampered by the “inherent tension between the dual objectives of 
unleashing the energies and resources of the private sector on the one hand, and the desire to 
protect and promote Bumiputera interests on the other” (ibid, 23). Indeed, the tension between 
these two objectives lay at the heart of the sharp political conflict between Mahathir, 
favouring growth before distribution, and Razaleigh, favouring distribution above growth 
(Khoo Kay Jin, 1992). Mahathir’s economic rationality took the upper hand, however, paving 
the way for economic progress. Thus, the economic reforms under Mahathir’s guidance 
proved him a sound economic manager who, when confronted with problems arising from 
distortions in the economy as a result of overambitious government intervention, was 
prepared and able to turn things around by changing policies in a drastic manner.   
The interesting aspect of this history of Malaysian reforms is that Malaysian success is 
attributed to its adherence to known economic principles. These principles dictate that if one 
wants to develop, one has to do what these laws tell one to do when striving for development. 
Other actions can, in the words of Ismail and Meyanathan (1993), only be seen as ‘mistakes’, 
leading to ‘failure’. Successful development, in this vision, is a matter of avoiding such 
mistakes. In the end, all that is needed therefore is ‘good governance’, which is ‘getting the 
prices right’. Where many other developing countries failed to do so, Malaysia simply did 
what had to be done.  
In the contest between Mahathir and Razaleigh, Mahathir ultimately won because he 
had economic laws on his side. Razaleigh in the end stood no chance because Mahathir’s 
proposed policies were objectively necessary. In this sense, the history of the Malaysian 
reforms can be seen as exhibiting reification. The problems with which Malaysia was 
confronted emerged from the fact that Malaysia in the 1970s went contrary to economic 
principles, and the answer was simply to adhere to them. There was no discussion possible 
about what was needed; the only contest that took place was about whether economic 
rationality was to be sacrificed to political objectives or would prevail. Thus, the question of 
the necessity of the policies of liberalization, privatization, and expenditure cuts was 
effectively de-politicised. Political discussion subsequently focused on who was best able to 
implement what was necessary. It was a discourse hailing decisive action and willingness to 
change. In such a context, the boldness and reform-mindedness of Mahathir made him a kind 
of natural winner.  
Interestingly enough, this reading of Mahathir’s economic management was in turn 
confirmed because it was acted upon. It was because foreign investors and Chinese business 
had the same economic principles in mind as the government allegedly had that private 
investment picked up and FDI started to flow into the country. In this sense, the economic 
principle that in order to stimulate foreign investment and economic growth the government 
needed to liberalise and privatize was to a large extent self-validating. Investors and 
international organizations believed that what Malaysia did was objectively the right thing to 
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bring about a growing and profitable economy, and therefore they injected credibility, 
confidence and investment, indeed bringing about growth. Reified policies thus contributed to 
the de-politicised development of Malaysia in the late 1980s. However, such reification was 
not all there was to Malaysian economic policy.  
5.2. The Basic Facts, Version 2: Promoting Bumiputera Equity  
A. THE CONTENT 
Thus far, we have read a story of Malaysia as a country going through very fundamental 
changes in economic policy. Like so many developing countries, Malaysia went into state-led 
industrialisation in the 70s and early 80s, partly ideologically motivated, until debts and 
imbalances grew out of control and something had to be done. At that point in time, Malaysia 
was prepared to make a volte-face and began an ambitious process of deregulation and 
privatisation. Past mistakes were acknowledged, and the ideology of state-intervention was 
abandoned in favour of the paradigm of the free market. Economic growth followed swift.  
This story, however, rests on two assumptions. First, the large role of the state in the 
economy is taken to be an operationalisation of a statist ideology, associated with a focus on 
social justice rather than overall growth, and an emphasis on heavy industry and the internal 
market. Thus, the public sector approach in Malaysia is equated with a focus on the NEP’s 
distribution and restructuring objectives, rather than on maximising growth and allocative 
efficiency. Moreover, state-led industrialisation is taken to indicate distrust in the functioning 
of the market and the private sector.  
The second assumption is to some extent the corollary of the first; liberalisation, 
deregulation, and privatisation are considered to be indications of a shift towards a free-
market ideology. Where the past policies focused on restructuring, even when it compromised 
growth, in name of social justice and the ethnic balance, now growth became priority number 
one. Furthermore, distrust for the private sector was replaced by an almost unlimited belief in 
the private sector. Thus, the changes in economic policy in Malaysia in the mid-80s not only 
amount to a fundamental shift in strategy, but also of priorities, if not objectives and ideology. 
Such changes are politically difficult, and therefore Malaysia, and Mahathir in particular, 
deserves admiration for having pulled them through. That these two assumptions underlie the 
presentation of facts as has been given above might best be illustrated by Ismail and 
Meyanathan ’s remarks in their World Bank study about the “inherent tension” between 
private sector promotion and distributive goals, in which two things are contrasted that are not 
actually each other’s logical opposites141 (Ismail and Meyanathan  1993, 23).   
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 Private sector promotion is a means, while distribution is an objective. Moreover, one could argue that there 
is nothing in private sector orientation that would make it inherently harmful to distribution objectives. 
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An alternative hearing of events is possible, however. For this, we have to go back to 
the initial ideas around which the NEP was first formulated. The idea of a privileged status for 
Malay already had its roots in the Bargain of 1955. Then, UMNO, MCA and MIC, as alleged 
representatives of their respective communities agreed that in the new Malay nation, 
citizenship would be available to Chinese and Indians, in return for the privileged position 
and political dominance of the Malays. Malaya was to become a Malay nation, in which the 
position of the Rulers was safeguarded, in which the language was Malay, and in which the 
national religion was Islam, even though other religions were freely exercised. Tunku Abdul 
Rahman interpreted Malay privileges mostly in political and cultural terms. However, as 
pointed out, in the first phase of Malayan and Malaysian development, not much active 
measures were taken to promote the Malay position in the economy. There was some reason 
to do so, however. Although Malays might have secured the state for themselves, the 
economy was disproportionately in the hands of Indians and especially Chinese. This gave 
many Malays the feeling of being marginalised in their own land. Critics maintained that the 
government’s approach seemed to be to reserve the bureaucratic and political sphere for 
Malays, leaving the economy to the Chinese (Mahathir 1970). The increasing unease with that 
approach was apparent in the fact that the Alliance of UMNO, MCA, and MIC lost their two-
thirds majority in the 1969 general elections. The definite end came with racial riots on May 
13, 1969, in reaction to the election. In the sequel to these events, Mahathir wrote his 
influential book The Malay Dilemma, which is widely believed to provide the basic ideas for 
the NEP and the Outline Perspective Plan (OPP). Mahathir, in this book, argued that Malays, 
because they have always lived in an easy and affluent environment, have not been subject “to 
the primitive laws that enable only the fittest to survive” (Mahathir 1970, 31) and have 
acquired certain cultural traits that put them at a disadvantage in the economic competition 
with the Chinese. Although Malays enjoy certain political privileges, they feel discriminated 
against; this claim “is based not on laws but on the character and behaviour of the major racial 
groups in Malaysia. The Malays are spiritually inclined, tolerant and easy-going. The non-
Malays and especially the Chinese are materialistic, aggressive and have an appetite for 
work.” (Mahathir 1970, 97) The discrimination and disadvantage of Malays in economic 
affairs is what caused the May 13 riots, in Mahathir’s analysis. The solution he proposes 
might then seem rather obvious: since Malays would go under in direct competition with the 
Chinese, they need to be protected and supported by the state. In essence then, Mahathir calls 
for a strong expansion of the role of the state and the public sector in the economy.  
At the same time, the riots had led to a stronger position of the state, and an increase of 
Malay dominance in the nation. A National Emergency was announced and a National 
Operations Council installed. By 1971, parliamentary politics was revived, but Tunku Abdul 
Rahman had been replaced by Tun Razak, and the rules of the game had changed. 
Promulgation of the Rukunegara, the national ideology, in 1970, bolstered Malay cultural and 
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economic nationalism, as did the formulation of a National Cultural Policy in 1971, in which 
National Culture was defined as Malay with some appropriate elements from other cultures 
added. What is more, the “Sensitive Issues” Bill, adopted in 1971, limited public debate, 
prohibiting public discussion over such issues as Malay privileges and the position of the 
Rulers. Especially for non-Malays, Malaysia had made decidedly illiberal turn. From now on, 
the state would advance the Malay interests much more aggressively, as a larger stake of 
Malays in the economy was deemed essential for keeping racial stability in the country.  
The Outline Perspective Plan and the NEP are indeed based on this kind of action. The 
goal was set to eradicate the identification of economic function with race, and to achieve 
30% Bumiputera equity by 1990. To achieve these goals, the state went heavily into the 
economy. Among others, Pernas and PNB were created, which set out basically to acquire 
existing industries, for the sake of increasing the Malay stake. Also, the state set up new 
businesses, mainly through SEDC’s. Public enterprises, including banks and financial 
institutions (Bank Bumiputera), Bumiputera companies in major sectors of the economy, such 
as Petronas, and joint-ventures were created. The federal public service experienced almost a 
four-fold expansion (Mehmet, 1986). All in all, the role of the state in the economy was 
growing rapidly, motivated by restructuring objectives.  
It would not do right, however, to the argument presented in The Malay Dilemma to 
depict Mahathir “as a staunch ideologue of state economic intervention” as he was widely 
regarded at the time (Jomo K.S. et al 1995, 1). In fact, The Malay Dilemma already shows 
concern for the problematic sides of state intervention and bumiputera protection. Mahathir 
writes that Malay political power and economic protection might have the consequence that 
“they will become softer and less able to overcome difficulties on their own. Because of this, 
political power might ultimately prove their complete downfall” (Mahathir 1970, 31). For this 
reason, Mahathir favours neither extensive state interventionism nor removal of all 
bumiputera protection, but chooses the middle road of “constructive protection” (ibid). 
Although the precise meaning of this is rather obscure, one might argue that the word 
“constructive” suggests that protection is not a goal in itself, and should in time make itself 
redundant. This point is confirmed by later works like The Challenge (1986), in which 
Mahathir calls for a new man with new values, or by the Mid-Term Review of the Fourth 
Malaysia Plan, which condemns the ‘subsidy mentality’ and calls for individual self-reliance. 
It can even be taken all the way to Mahathir’s UMNO Assembly speech in 2002, in which he, 
before announcing his resignation, confesses that the he regrets not having been able to 
change the Malay, who is still not able ‘to stand as tall and sit as low as any other’. 
Constructive protection in other words seems to indicate a kind of protection that enables 
Malay to overcome their cultural disadvantages and economic backwardness through a sort of 
learning by doing. As Khoo Kay Jin notes “the protection was meant to breed a stratum of 
Malay capitalists who would be capable of standing on their own feet” (Khoo Kay Jin 1992, 
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59). Others adhere to this reading, arguing that “the state-as-entrepreneur policy under the 
NEP was to be an interim measure to usher in the growth of an entrepreneurial class” 
(Rahman Embong 1998, 86). In the rather dubious Social-Darwinist terminology of The 
Malay Dilemma, constructive protection calls for something like ‘a crash course in cultural 
evolution’.  
If this is taken to be Mahathir’s real argument rather than simple state interventionism 
and sustained protection, however, one should perhaps be more careful in making too much of 
the influence of the ideas presented in The Malay Dilemma on the NEP as it was carried out in 
the 1970s. Clearly in the 1970s, Mahathir’s imprint on policy was not (yet) decisive enough to 
justify an equation of Mahathir’s ideas with actual policy intentions. Indeed, it might even be 
appropriate to question the extent to which policy at the time was influenced by theoretical 
reasoning and clear ideas what to do whatsoever (Mehmet 1986; interview with Loh Kok 
Wah). But the real question is not what the ideas of and objectives of various policymakers 
were at the time, as these will probably have varied considerably among individuals; the real 
question, from the point of view of understanding the events in the second half of the 1980s, 
is whether the policies and rhetoric of the 1970s and early 1980s were at least compatible with 
the idea that the state’s role in protecting Bumiputera was only temporary. There is sufficient 
basis to say they were.   
First of all, there is the idea of trusteeship that Ozay Mehmet explores in his book 
Development in Malaysia (Mehmet 1986). Mehmet argues that Malaysia with the NEP chose 
for a quite unique development model, which has two essential features: “(1) decisions about 
budget and resource allocations and investment priorities are made non-competitively by rules 
and procedures set by trustees, and (2) control over resources is separated from their 
ownership, and vested with the trustees” (Mehmet 1986, 6). 
The basic idea of this system was that the state and bureaucracy would acquire equity 
and hold it in trust for the Bumiputera, who, since they lacked management experience and 
capital, were not capable yet of holding it themselves. Also, subsidies, quotas, scholarships 
and licensing and trade concessions were given to Bumiputera, so as to allow them to climb 
on the socio-economic ladder, which, due to their historical disadvantage, they could not do 
on their own.  
Two elements of NEP trusteeship are important here. Firstly, trusteeship views the 
public sector not as opposed to the private sector, but implies that the state’s role in the 
economy is an instrument to help private bumiputera investors. In this sense, the public sector 
expansion in the 1970s cannot be seen as a choice for the public and against the private sector. 
The large holding companies that the Malaysian government created to acquire a stake in 
domestic industries, such as PNB and Pernas, did so in trust for (potential) bumiputera 
investors, who should ultimately be the beneficiaries of these acquisitions. The idea that 
private and public are not antagonists is supported by the introduction of the “Malaysia 
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Incorporated” concept, which is taken to mean that “the private and public sectors see 
themselves a sharing the same fate and destiny as partners, shareholders and workers within 
the same Company, working hard to achieve a common goal, i.e. the growth prosperity and 
well-being of the Company” (Mahathir 1983).  
Secondly, one could argue that there is at least a hint of temporality in the concept of 
trusteeship. Since public sector expansion is motivated by the lack of management skills and 
capital of private Bumiputera investors, due to historical reasons, it seems to follow that, 
would those attributes one day be present, the state could and should retreat. As Gomez and 
Jomo note, “Mahathir had long been of the opinion that public enterprises should only serve 
as a temporary vehicle for creating a Bumiputera property-owning class” (Gomez and Jomo 
K.S. 1997, 80). In this regard, it is perhaps noteworthy that the NEP was adopted not 
indefinitely, but for a 20-year period and would expire in 1990. Mehmet therefore compares 
the NEP trusteeship concept with an infant industry argument: the same way domestic 
industries may require tariffs and subsidies in an initial phase, Malays are granted subsidies 
and preferential treatment to offset their historical disadvantage (Mehmet 1986, 8). 
The economic reforms in the second half of the 1980s should therefore be seen in the 
light of the end of this period of infancy, symbolised by the expiring of the NEP in 1990. 
“Privatisation…represents a second phase in the NEP, through which the asset accumulation 
by the government on behalf of the Bumiputeras is redistributed to individual Bumiputeras 
and Bumiputera institutions” (Adam and Cavendish 1995, 129). Others agree with this 
reading; “The present privatisation programme—seemingly a break from the NEP—is 
actually its extension within the logic of capital accumulation, wealth concentration and 
consolidation of this (i.e. the Bumiputera commercial and industrial community) class. It is 
still part of the NEP’s restructuring exercise to transfer some of the state’s companies to 
Malay capitalists who are regarded as ‘having arrived’ in order to expand and consolidate the 
Bumiputera commercial and industrial community” (Rahman Embong 1998, 86). As argued 
before, Mahathir’s interpretation of the NEP was more one of constructive protection, meant 
to create and support a Bumiputera private sector. The ‘contradictions’ present in Mahathir’s 
simultaneous announcement of privatisation and heavy industries promotion in the early days 
of his rule could be seen in this light. It was an attempt to create modern industries, which 
after the state had paid for the costs of starting up, would be transferred to private Bumiputera 
capitalists. Similarly, the older industries created and/or acquired by the state in the 1970s, in 
Mahathir’s view should be mature enough by now to stand the discipline of the private sector, 
and to be transferred to private Bumiputera. The creation of the Amanah Saham Nasional, that 
was to buy up PNB’s shares and resell them to the Malay community in order to prevent 
shares falling in Chinese hands when divesting, was a first step in this process.  
The fact that public and private were not each other’s opposites, and the fact that it 
was possible to argue that the role of the public sector had been meant to be temporary from 
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the beginning, allowed Mahathir to argue that the economic reforms he proposed were in fact 
in line with the NEP. From this point of view, privatisation and the retreat of the public sector 
were not dramatic policy reversals, and were therefore not politically controversial. They just 
constituted the next step in the strategy of setting up state enterprises in order to sell them off 
later to private Bumiputera capitalists. It could be argued successfully that “privatisation 
policy enabled NEP to propel forward, so that the denationalisation of state industries 
benefited many Malays, who became billionaires and millionaires overnight” (Cheah Boon 
Keng 1997, 115). In the same vein, Gomez and Jomo maintain that Mahathir “saw 
privatisation as a crucial means of sponsoring the emergence and consolidation of Malay 
rentiers, whom he hoped would somehow transform themselves into an internationally 
competitive industrial community” (Gomez and Jomo K.S. 1997, 80). Apart from such hand-
outs to Malay businessmen, which were meant to stimulate racial equality in ownership, 
privatisation was also deemed supportive of the NEP’s objectives in other ways. For the 
equity percentage of Bumiputeras to increase, not only equity transfers were needed, but also 
measures to take care this equity would keep its value. The economic recession of the 1980s 
posed a threat to the restructuring objectives of the NEP in this respect. Privatisation was 
deemed to provide an answer to that. All in all, privatisation was not the break-away from the 
NEP that it might have seemed at first sight. In fact, in its “Guidelines on Privatization” 
(1985), the Economic Planning Unit specifically refers to racial restructuring as one of the 
objectives of privatisation. “Privatisation is also expected to contribute towards meeting the 
objectives of the New Economic Policy (NEP), especially as Bumiputera entrepreneurship 
and presence have improved greatly since the early days of the NEP and they are therefore 
capable of taking up their share of privatised services” (Guidelines on Privatization, 
Economic Planning Unit 1985). Nor did privatisation constitute a dramatic reinterpretation of 
the NEP. Such a strategy was in fact proposed as early as 1965 at the First Bumiputera 
Economic Congress (Jesudason 1990, 65). In fact, as Jesudason argued, “the framers of the 
NEP had left open the question of when and to whom the government’s assets would be 
imparted. From the mid-70s, Malay business groups, chambers, and associations began 
pressing the government to sell to them at cost the profitable assets held by the state. This 
demand was firmly articulated by Malay businessmen during the Third Bumiputera Economic 
Congress in June 1980” (Jesudason 1990, 115). This quote suggests that there was a 
consensus about the fact that the government’s assets would be imparted, just not when and to 
whom. Furthermore, as argued before, already in The Malay Dilemma, the book generally 
considered to be the main source of inspiration for the NEP, one can find suggestions of such 
a strategy. All in all, one can say that the history of the NEP made the view possible that 
Mahathir’s policies of privatisation and private sector promotion were in fact consistent with, 
or even a completion of, the NEP.  
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B. THE CONTEST 
That is not to say that there were no people in the bureaucracy and politics who interpreted 
things in a different way. In fact, one can argue that this conflict, about the nature of the NEP 
and the question whether Mahathir’s policies were in line with the NEP, lay at the heart of the 
struggle between Razaleigh and Mahathir. The timing of this conflict is not coincidental. At 
the root lay the problem that “the NEP does not say who is going to own what. All it says is 
you are trying to achieve 30% ownership. It does not say it must be private ownership.” 
(Jomo K.S., interview) This ambiguity was not very important yet in the first stage of the 
NEP’s implementation. At the time, both sides—that is, proponents of the NEP public sector 
style and the NEP private sector style—agreed that the expansion of the state’s role in the 
economy was desirable. One side would argue for such an expansion on the basis that the 
public sector should play the leading role in the economy; the other side would argue for it 
because of what Mehmet calls “a race-based infant-industry argument” (Mehmet 1986, 8). 
The contrast between those two arguments would only emerge at the time when the period of 
‘infancy’ would have passed. Now, in the mid-1980s, with the NEP expiring in 1990, and 
many state-owned industries moving away from competitiveness rather than towards it, this 
moment had come. In a sense, at stake was not so much the question what to do now, but the 
question what Malaysia had been doing all these years142. 
It was not hard for opponents to present the reforms proposed by Mahathir as a 
departure from the restructuring objective, and a concession to Chinese and foreign business 
interests. Interestingly enough, Mahathir himself at various times talked about holding the 
NEP in abeyance, because “the NEP is based on growth. Now we have to suspend it because 
we have no growth” (Asiaweek, Nov 20, 1987, 28). At other times, however, Mahathir argued 
that the NEP would not be compromised, and that his policies were in line with it. In fact, it 
seems that Mahathir adapted his statements on the matter depending on the forum and the 
audience for which he spoke143.  
The question whether Mahathir’s policy was in line with the promotion of the Malay 
position was so important because the promotion of Malays was the basic raison d’être for the 
UMNO, and thus, Mahathir’s holding on the power. Malay dominance within a plural society 
was an indispensable part of the identity of the Malaysian nation, and the electoral dominance 
of UMNO as a Malay nationalist party was considered to reflect this. Thus, as long as UMNO 
managed to remain the Malay nationalist party, Malaysian nationhood was synonymous with 
UMNO rule. On a more personal level, Mahathir’s political reputation was built upon his 
image as a champion for the Malay cause, acquired in the aftermath of the 1969 riots. 
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 One might argue that, even if consensus had existed about the private sector interpretation of the NEP, around 
this time a conflict would have broken out anyway, since then the timing of transferring resources from public to 
private sector would have been subject to political decision-making. 
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 The “suspension of NEP”-remarks were to be heard by the international community and Chinese, in order to 
stimulate investment. The “continuity of NEP”-remarks were meant for internal political use, as necessary 
legitimation.  
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Therefore, to question his commitment to the Malay cause was to erode his power-base. On 
the other hand, this reputation, as the inventor and definer of the Malay struggle, made it 
difficult for Mahathir’s opponents to portray him as betraying Malay interests. To do so 
would require Razaleigh and Musa to present themselves as being even more concerned with 
the position of the Malays. In the power struggle between the two, therefore, both sides took 
pains to picture themselves as the true defendants and the other side as traitors of the Malay 
cause. “The manoeuvres carried out by the national leader, elites, and sub-elites …were 
characterised by much intricacy. Each of the factional leaders and followings portrayed 
themselves as acting in concert with the ‘Malay way’ while striving to depict their rivals in an 
unfavourable light.” (Case 1996, 190). This can be exemplified by Anwar’s remarks “without 
referring to anyone by name” that there was a need for leaders who would not flinch and over 
Malay interests to others (Berita Minggu, April 19, 1987). On the other side, the name of 
Razaleigh’s political party after he left UMNO, Semangat ’46 (the Spirit of ’46, the birth-year 
of UMNO), was a clear suggestion that Mahathir’s UMNO had forsaken the true spirit and 
ideas behind UMNO, thus betraying the Malay people. In other words, at stake in the 
competition between the two camps was the question which side defended and upheld the 
Malay traditions most consistently.  
Mahathir’s decidedly non-traditional style provided Razaleigh’s team with ample 
ammunition. The fact that Tengku Razaleigh was a member of the royalty, whereas Mahathir 
could be suspected of republican tendencies after his clash with the royalty in 1983 about the 
constitutional amendment that abolished the traditional rulers’ right to veto, was not in 
Mahathir’s favour. After all, as the Malay identity was basically a political one, the privileged 
position of the traditional rulers had been considered as a major element of this identity. This 
was especially stressed since the Malay campaign against the Malayan Union plan of the 
British in 1946, in which the position of the traditional rulers was at stake because of the 
proposed move from indirect to centralised direct rule. In this campaign a principle of popular 
sovereignty was established, in which the Malay people were the custodians of the nation, and 
the rulers’ power lay solely in their position as guarantors and symbol of the Malay nation 
(Harper 1999). To attack this position could easily be interpreted as attacking the Malay 
nation144.   
However, whereas Mahathir could be accused of ‘treason’ to the royalty in the clash 
about the constitutional amendment of 1983, Razaleigh, in his challenge to Mahathir, could be 
accused of treason to UMNO hierarchy, which had a semi-sacred status as well. As Kershaw 
notes, “one may speak of a party in which deference to the leader (including his choice of 
successor) was a highly institutionalised reality, almost a sacred principle, belying the 
democratic spirit of the party constitution and the provision for triennial Presidential 
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 In fact, the Malaysian Sedition Act interprets it thus, prohibiting any public discussion on the “matter, right, 
status, position, privilege, sovereignty, or prerogatives” of the Malay rulers.  
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elections” (Kershaw 1989, 128). The other side of this principle was that a leader was not to 
harm his followers unduly. Mahathir, Razaleigh, and Musa all tried to engage such notions in 
their interest. Confronted with the challenge, Mahathir remained aloof initially, to prevent 
losing his stature as national leader, or to come across as aggressor. Razaleigh delayed in 
making his candidacy official—aware of UMNO traditions about orderly, designated 
succession, and simultaneously preventing Mahathir to move against him—and then only 
because his followers in UMNO demanded it. Finally, Musa, who was still the incumbent 
Vice-President after all, announced his candidacy very early in order to depict Ghafar as the 
upstart challenger and violator of Malay unity (Case 1996, 190). Thus, all candidates, 
including Mahathir, adopted the guise of traditionalists. A clear example is the new anthem 
Mahathir did have made for his campaign, Lagu Setia, the Loyalty Song, full of references to 
the traditional Malay character of principles like loyalty and allegiance (Kessler 1992, 149). 
This traditionalist stance had to make up for the fact that Mahathir’s policies and style could 
be called anything but traditional. The co-optation of Anwar and the spreading of other former 
ABIM members throughout the party and government bureaucracy was a breach of the 
principle of seniority, and thus of hierarchy. His appointment of Musa Hitam as DPM instead 
of Tengku Razaleigh in 1981, his attack of the royalty, and his rather blunt style of 
diplomacy, all amounted to the same. Yet the most difficult problem in depicting himself as 
the defender of a ‘tradition of loyalty’ was the fact that Mahathir’s role in prizing Tunku 
Abdul Rahman out of office in 1970 was only too well known. In spite of all this, Mahathir 
turned to playing the traditionalist card by pointing out that contested elections for the 
President were not part of UMNO’s tradition145. Mahathir’s loyalty and support to Tun 
Hussein served to show that these principles were cherished and upheld by him. Public 
opposition, challenges, and open criticism of leaders were deemed something Western and, 
therefore, alien to Malay democracy.  The problem of the two precedents, the Sulaiman 
Palestin challenge in 1978 and the removal of Tunku Abdul Rahman in 1970, was overcome 
by pointing out that these were not at all comparable to the degree of disloyalty and treachery 
with which Mahathir was confronted now. Mahathir pointed out that, unlike Tunku Abdul 
Rahman, he would step down as the party wanted him to. However, the current situation was 
not like that at all, as there was no justifiable cause for the attempts to replace him; they were 
only driven by self-interested motives. This way, Mahathir portrayed himself the defender of 
the ‘tradition of loyalty’, whereas Musa was depicted as a “man who left the Cabinet because 
of restless personal ambition”, thereby exhibiting disloyalty and a lack of concern with good 
government (Kershaw 1989, 133).  
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 As he had done in previous UMNO elections: “anticipating strong challenges, Mahathir underscored before 
the 1984 UMNO election the party’s informal prohibition upon freely contending top posts. In particular, he 
intoned that ‘democracy should not be pursued at the expense of party unity’.” (Far Eastern Economic Review, 
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Another party tradition to which both sides referred was the issue of co-terminacy, 
linked to the doctrine of party controls government rather than the other way around. 
‘Traditionally’, the Deputy President and President of UMNO were the same persons as the 
Deputy Prime Minister and Prime Minister. Yet, the resignation of Musa Hitam in 1986 as 
DPM while saying on as Deputy President of UMNO constituted a break with this tradition. 
At first, Mahathir took the traditionalist stance in this matter as well, arguing that he and 
Ghafar Baba were fighting for, paraphrasing Warren G. Harding, a ‘return to normalcy’. 
Musa, initially without Razaleigh as partner, rejected this tradition of co-terminacy altogether, 
or pointed out that—if one held on to this principle—there was also a doctrine that the party 
should control the government rather than the other way around. In this respect, he accused 
Mahathir of abusing government power to get Ghafar Baba elected as Deputy President. Yet, 
when Razaleigh joined his campaign as Presidential candidate, Musa changed his position and 
re-embraced co-terminacy. Mahathir, on the other hand, when faced with the possibility that 
Musa would successfully defend his party position in spite of a loss by Razaleigh, began to 
argue that co-terminacy was not that an absolute tradition, saying that he preferred a DPM he 
could trust rather than a party nominee (Kershaw 1989, 132-4).  As the results of the elections 
became known, the new turnaround was almost predictable: UMNO secretary-general and 
Team A member Sanusi Junid now argued again that “the results show a return to tradition. 
The PM and the DPM must also be president and deputy president of UMNO” (Asiaweek, 
May 3, 1987, 13). 
References to tradition and attempts to depict the opponent as “traitors to the Malays 
and the party” (Mahathir quoted in Asiaweek May 3 1987, 15) continued over the party 
elections of 1987 up till the federal elections of 1990. Smears were not avoided and the fact 
that the government gradually monopolised the media made it even easier for the incumbents 
to transmit their message. Examples include the charge that the challenge by the Razaleigh-
Musa team was a ploy by “Zionists” to get weak leaders elected in UMNO (Asiaweek May 3 
1987, 15); or, on the eve of the 1990 federal elections, transmitting an image of Razaleigh 
who “wore this hat when touring Sabah. Mahathir had worn it before, it had just this thin line 
and they activated it to look like a cross. And they just put it on TV on the eve of the 
elections, saying that this guy is so crazy for power, he is even willing to sell his religion.” 
(Anonymous Malaysian Academic, interview, April 2002; Crouch 1992, 39)  
I will not attempt to discuss each and every detail of the rhetoric used and references 
to presumed traditions made by team A and team B here. For the period preceding the UMNO 
elections, an intensive account of these matters has been given by Kershaw (1989). The point 
that matters here is that, in spite of the break in political style and shifts in economic policy he 
allegedly envisaged, Mahathir took pains to, and succeeded more or less in bringing over the 
message that a vote for him meant a vote for continuity. Within UMNO and the Malay 
community, he did this by pointing at Malay and party tradition, and his stature as the 
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‘inventor’ of the NEP. When the contest took a new turn, with the UMNO-11 challenging the 
election results in court, he transposed this message of stability and continuity to the national 
political arena, pointing at the need for unity and strong, uncontested leadership to prevent 
racial violence. As in the case of party traditions, however, things were not that unambiguous.  
The prime issue that raised the threat of racial unrest at that time was, as many times 
before, education policy. Although Malay had been the sole official language of Malaysia 
since 1967, not all education was in Malay. Chinese communities had created private schools, 
which taught in Mandarin, and there were consistent calls for a Chinese language university. 
In the absence of such an institution, some courses at the universities were taught in Chinese 
and other minority languages. However, this situation was under pressure of new policies and 
plans. Already in June 1987, the University of Malaya announced that the language of certain 
courses previously offered in minority languages would be changed to Malay (Asiaweek, 
September 6 1987, 23). This announcement provoked protests from the side of several 
Chinese and Indian politicians, soon extending to criticism of the special position of Malays 
in general. Some Malays responded to this with calls for even more Malay privileges, 
provoking more protests and the reaction of Anwar Ibrahim that the atmosphere seemed 
similar to the mood before the May ‘69 riot. However, things were going to get worse still.  
In October, Anwar contributed to the ongoing polarisation by announcing the 
government would appoint non-Chinese-educated officials to Chinese medium schools 
(Asiaweek, October 30, 1987, 23). In response, Barisan-parties MCA and Gerakan, in an 
unprecedented move, teamed up with opposition party DAP and several Chinese NGO’s such 
as Dongjiaozong and the Chinese Chamber of Commerce sending a Joint Memorandum on 
October 5. The next week members of these parties came together in the Thean Hou Temple 
in Kuala Lumpur to discuss the Promotion issue. UMNO members were not pleased by this 
show of Chinese solidarity, which they depicted as betrayal by the MCA and Gerakan, and as 
deliberate moves to inflame communal sentiments. Openly ventilated questions of Labour 
Minister Lee Kim Sai about the special rights of the Malays were followed by calls for his 
immediate removal from the Cabinet. On October 17, Kuala Lumpur was the scene of a major 
rally of the strident UMNO youth, which did little to cool down tempers. When the next day a 
deranged Malay soldier went on a shooting spree in Kampong Baru, it immediately triggered 
rumours of racial violence. At that point in time, Mahathir’s position seemed rather 
problematic: since Barisan partner the MCA could not afford to give in on this issue, for the 
sake of preserving Barisan unity Mahathir would have to. Yet, backing down at this point in 
time would be politically disastrous, since it would give Razaleigh ample opportunity to 
portray Mahathir as a traitor to the Malay cause. Something had to be done, however; on 
November 1, a huge UMNO rally in Kuala Lumpur’s Merdeka Stadium, close to Chinatown, 
was planned. The rally was initially meant as part of UMNO’s 40th anniversary, but had been 
gradually transformed in a rally of support for Mahathir, as part of the struggle against 
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Razaleigh. In the politicised and racially tense context of the moment, however, it became 
increasingly clear that holding such a rally would have been asking for trouble. Yet, again, 
backing down was not a real option either.  
Mahathir neither backed down nor continued on the ethnic policy line. Instead, he 
chose for a cruder yet effective method to do away with dissent and disorder: repression. In 
what came to be known as Operation Lalang, ultimately 106 people were arrested under the 
Internal Security Act (ISA), which allows for pre-emptive detention without trial, for a 
renewable period of maximally two years. The stated reason was that, in the words of Police 
Inspector-General Haniff Omar, “if no immediate preventive measures were taken, the 
prevailing situation would undoubtedly bring about chaos in the country” (Asiaweek 
November 6, 1987, 51). Mahathir took that argument still a little further, lamenting in the 
manner of a disillusioned patriarch, “I wanted to be liberal because I thought people would be 
responsible and would not misuse their rights. Unfortunately, I found out people are again 
trying to aggravate the bad relations between different races. Because of that, I think I need to 
be less liberal. I am disappointed because I have had to change my mind” (Asiaweek, 
November 13 1987, 14)146.  Among the people arrested in the operation were opposition 
leader Lim Kit Siang (DAP) and his son, some officials of the MCA and Gerakan147, several 
UMNO-youth officials aligned with Razaleigh, and several people who had opposed the 
government but could not seriously be accused of having anything to do with the presumed 
mounting ethnic tensions in the capital. This last group included for example two PBS-
members from Sarawak, several PAS leaders, civil rights lawyer Karpal Singh, 
environmentalists, and Chandra Muzaffar, head of the social reform movement ALIRAN. In 
addition to the arrests, printing permits of three newspapers were revoked, effectively ending 
the little press freedom that Malaysia had. For at least three years, the country would be in the 
grip of fear and repression.  
C. PLURAL SOCIETY, MALAY NATIONALISM: THE EMBEDDEDNESS OF ECONOMIC POLICY 
Unlike in the story presented above, in which Mahathir was credited for pulling through 
radical market-conform reforms in the second half of the 1980s, in the story presented here 
the measures taken by the Mahathir administration were not a break with the past at all. From 
the very start of the NEP, and even prior to its formulation, it was clear that the enlarged role 
of the state was just a means to create and foster a private bumiputera sector. The measures 
taken from the mid-80s could at most be called a new phase in this strategy, but not a switch 
in strategy or objectives themselves.  
                                                 
146
 Some Team A members went even further than that, claiming that for Mahathir it would have been 
advantageous to have let an incident develop, so that he would be justified in proclaiming a state of emergency 
and rule by decree. In this light, it was actually a concern for democracy (sic!) that made Mahathir, unwilling to 
impose emergency rule, decide for the swoop (Asiaweek November 6 1987, 52) 
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 Labour Minister and MCA deputy leader Lee Kim Sai managed to escape, departing for a holiday in Australia 
after an apparent tip-off (Asiaweek November 6 1987, 51).   
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The fact that, the absence of such a fundamental shift notwithstanding, the period was 
marked by an intense political struggle can be related to the fact that Mahathir’s interpretation 
of the NEP was not shared by everyone. Even less so, perhaps, was his timing; people who 
shared the idea of state involvement as temporary did not agree with Mahathir’s perception 
that now was the time to roll back the state’s influence, interpreting this more as a concession 
to Chinese interests in light of a recession. “Malaysia’s privatisation program was, at least 
initially, widely perceived as the antithesis of the NEP’s expansion of the public sector 
despite official insistence that the programme would contribute towards NEP objectives, 
referring mainly to inter-ethnic redistributive efforts” (Jomo K.S. 1995, 5). In short, although 
within Mahathir’s reading his policies might not have constituted a break with the immediate 
past, they certainly did so for those people who had interpreted that past differently. This way, 
an intense fight came about focusing on the question who(se policies) could be seen as the 
continuation of Malay and UMNO custom, and of the ideas behind the NEP, in contemporary 
politics. In essence, it was a struggle in which the past was at stake; whoever would succeed 
in claiming the past, could claim legitimacy and thereby, power. However, the fact that both 
parties in the struggle had similar interests, defended the same objectives, and appealed to the 
same notions (although they attached different meanings to these notions) explains why it was 
so hard for Team B-members to articulate ideological differentiation. Without doubt different 
views on policies existed, but the usage of a common vocabulary made it difficult to express 
these.  
The move that Mahathir ultimately made was to transfer the contest from the intra-
ethnic, UMNO level towards the national level, appealing to reasons of national security. This 
can be interpreted both as his partial defeat in the game of ethnic heroics, and as an ultimate 
move to portray himself as the feudal Malay ruler, an epitome of continuity and stability. 
While on the one hand Mahathir this way disqualified the opposition as self-interested, 
opportunistic and dangerous, thereby bereaving Razaleigh from opportunities to challenge 
him further on the issue, on the other hand, by positioning himself as the guarantor of peace 
and stability standing above infighting and racial politicking, he assumed “a cloak of quasi-
kingship, as the supreme embodiment of that daulat enshrined formerly in the Malay negara.” 
(Kershaw 1989, 137) This position was, in turn, further justified by his claim that Mahathir 
was the most dedicated and inspired champion of the Malay interests. Mahathir thus 
simultaneously broke off ‘the struggle about the past’ and gained a definitive victory in this 
struggle148.  
In short, the contest of Razaleigh, the followed economic policies and other political 
decisions by Mahathir are all full of references to the social and cultural context in Malaysia. 
It has been noted that “Mahathir defended his stewardship of the country’s development 
programs, paradoxically resorting to ‘premodern’ appeals and insisting that candidates 
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observe UMNO traditions about promotion and succession” (Case 1996, 172).  Thus, 
Mahathir embedded his policies and style in Malay customs and traditions. He should not be 
challenged publicly, because that did not befit Malay culture. His policies and economic 
measures were considered in line with Islam and thus following naturally out of the Malay 
identity. The Islamisation campaign promoted this message further. In addition to embedding 
political-economic decisions in Malay customs, policies were embedded in the idea of 
Malaysia as a plural society, consisting of ethnic communities each fighting for their own 
welfare. The education issue that proved much of the immediate catalysts for the unrest in 
1987 is directly related to this; Malays in plural Malaysia needed to fight for their right to 
remake their native land into a culturally Malay nation. Intensifying Malay ethnic identity 
simultaneously strengthened the position of UMNO in the Malaysian nation, as the party 
representing the community with a right to rule, and the position of individual UMNO 
politicians, since ethnic competition was the name of the game. Embeddedness in ethnicity 
ruled out other ways in which society and politics might have been structured, such as class or 
non-ethnic political ideology. After all, something like class struggle made no sense in a 
society in which the relevant social divisions went along ethnic lines. In this sense, 
essentialisation effectively de-politicised the dominant position of the leadership of UMNO 
and the other parties making up Barisan. Intra-ethnic antagonisms were not an issue.  
As with the story about reified economic principles, this essentialism was self-
validating. With ethnic competition being what politics was about, Mahathir had little choice 
to play the traditionalist and Malay champion, stirring ethnic tensions in the process. In order 
to do so, he needed to pose as ‘ultra’, a role he could assume on basis of the stature of The 
Malay Dilemma as source of inspiration for the NEP. This in itself was to a large extent a 
construction. When The Malay Dilemma was being written, Mahathir was an outsider in 
Malaysian politics, who could hardly be taken to influence Malaysian politics to such an 
extent. It was not until Mahathir became PM in the 1980s that the book acquired such an 
important status. This myth of The Malay Dilemma proved again important as a basis for 
arguing that the NEP had been about temporary protection only. For all these reasons, the 
Mahathir reforms cannot be understood without taking the role of ethnicity into account. They 
were framed against the background of the NEP, and formulated in the terminology of ethnic 
relations. Power struggles emerging around the reforms were fought out on the issue of 
ethnicity. In this sense, the reforms were firmly embedded in Malay and Malaysian culture 
and social relations.  
5.3. Malayan, Malaysian, Asian? Jumping from one bed into another 
A. ASIAN VALUES, ISLAMIC VALUES: THE EMBEDDING OF ECONOMIC RATIONALITY 
The Malaysian reforms can be depicted as a story of skilful management of the economic 
principles of development, by restructuring Malaysian economic policy in a neo-liberal vein. 
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The policies Mahathir implemented followed directly from the universal economic laws 
underlying the Washington consensus; as Mahathir stated, “our genius has arisen from being 
able to do what everybody knows, in being able to do the obvious” (Mahathir 1996a). In this 
way, the history of Malaysia as it emerges in publications like the Privatization Master Plan 
(1991) reflects reification of the economic policies undertaken by the Malaysian government.  
In another version of history, the economic policies of the Mahathir administration did 
not follow from economic principles, but from the demands posed by Malay culture and 
tradition within the context of the Plural Society. In this history, the policies and actions of the 
administration reflect essentialisation.   
It is quite obvious that, since the two stories prescribe different actions to economic 
agents, they at times present conflicting demands. The decision for foreign companies to 
invest in Malaysia in the late 1980s, for example, was based upon the reading of history of 
skillful economic management. There would probably have been significantly less investment 
if investors had held the story of Bumiputera advancement to be the history of Malaysian 
economic policy.  
More in general, the two histories did not go well together because each could be 
taken to present the anti of what was necessary and natural within the other story. In its stress 
of technocracy, growth and insulated pragmatism, the economic rationality-story put 
economic interest in direct opposition to political and social considerations. It was Mahathir’s 
willingness to give up political goals in order to focus on growth and economic rationality 
which proved the basis for Malaysia’s economic success. In other words, in the process of 
reification, political debate was structured in terms of conflict between liberal economic 
rationality and state interventionism (de-politicising all other potential oppositions). The 
problem was that the policies supporting Malay interest could be fitted in the latter category, 
so that, within the story, the imperatives of the rival story made up the anti of what was 
objectively necessary.  
Similarly, in the plural-society story, free market policies were equated with favouring 
the Chinese. The actions following from the story of sound economic management therefore 
directly conflicted with the actions that were essentially required to promote Malay interest. 
To the Malay public, an exhibited willingness to sacrifice Malay interests and heritage for 
economic growth was hardly a recipe for political longevity. Within the plural society-story, 
liberalisation thus fitted the category of acts-to-be-opposed. 
For a while, the two stories coexisted among different audiences149, with the 
Bumiputera-inspired history dominating internally. In this way, foreign investment and 
international support was forthcoming—based upon Mahathir’s sound economic 
management—while Mahathir managed to retain the UMNO leadership because of his efforts 
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 The announcement that the NEP would be held in abeyance until growth was again forthcoming, for example, 
was addressed at Sino-Malay and foreign audiences (Asiaweek, Nov 20, 1987, 28). 
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for the Malay cause. Ultimately, however, the conflict was resolved by embedding the 
technocrat history as well, which led to a sort of amalgamation of the two stories into a theme 
of an underlying Asian and Islamic Values. Within this story of Asian Values, political 
imperatives stemming from the underlying culture and economic rationality came together. 
Benevolent and capable bureaucrats, possessing authority over business rather than being 
captured by it are related to a set of values considered to be ‘Asian’, or sometimes ‘Islamic’. 
Skillful economic management, growth orientation, and an Eastern work ethic became part of 
this Asian culture, replacing the collection of ethnic cultures that had structured discourse 
until then. Thus, an essentialised version of the economic management story came about, 
based upon a redefinition of culture.  
The Emergence of Developmentalism 
According to the essentialised history that began to prevail in the 1990s, the roots for the 
willingness and ability of the Mahathir administration to implement potentially politicised and 
controversial reforms lay in the culture and institutions of Malaysia. The cultural context in 
which the policies were introduced made the reforms not controversial and politicised at all, 
but rather ‘natural’ in the Malaysian case.  
This can be related to the emerging political culture of ‘developmentalism’ described 
by Loh Kok Wah, which “valorizes rapid growth, rising living standards and the resultant 
consumerist habits, and the political stability offered by Barisan Nasional rule, even when 
authoritarian means are resorted to” (Loh Kok Wah 2002, 21). Economic growth was what 
politicians had to deliver, while other considerations were only secondary. This focus on 
growth must be seen in the light of Malaysia trying to emancipate itself internationally, after 
centuries of colonisation and domination by Western powers. Rallied behind the battle cry 
“Malaysia Boleh!” (Malaysia Can!), Malaysia sought to prove the world that it could ‘stand 
as tall and sit as low as any other’. In this sense, the deliverance of economic growth itself 
was informed by political considerations; “from the early 1980s, the ideals of Malaysian 
economic development had become statements of political nationalism, with Mahathir’s own 
charismatic leadership and unifying message providing the focal point for a rising mood of 
national euphoria” (Hilley 2001, 131).  
In the developmentalist vision, the economic prosperity of the early 1990s was proof 
that Asian “beliefs, values and ways of doing things may possible be better, more productive 
and even more civilised” (Mahathir 1996b). This remark is very insightful in two ways; first, 
in that it proclaims Asian cultural superiority, in addition to economical. Second, in that it 
derives cultural superiority from economic superiority; arguing that values and beliefs are 
‘better’ or ‘more civilised’ is at best tautological, leaving only ‘more productive’ as a criterion 
for assessing cultures. In this way, Mahathir’s statement reflects the discourse that came to 
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grow prevalent at the time, in which economic progress is the benchmark and the ‘Asian way 
of doing things’ is deemed superior in that respect.  
Similar ideational changes have been depicted by Rahman Embong (2000). In the 
culture he sketches, social mobility and change are more accepted, and interaction between 
groups has increased. The growth of middle and capitalist classes has influenced personal 
values, so that “a developmentalist ideology has developed among these classes, an ideology 
which on the one hand de-emphasises ethnicity for the sake of development and growth, and 
on the other, pushes individuals into consumerism, with the effect of distancing them from 
politics, especially that which is critical of the state” (Rahman Embong 2000, 12). The thesis 
of an emerging developmentalism is also empirically supported by the Civil Consciousness 
Index, based upon surveys held in Penang, Kedah, and Kelantan.  This index shows that 
ethnic tolerance, political efficacy (i.e. the willingness to use formal as well as non-formal 
processes to affect political outcomes), public spiritedness (i.e. the willingness to contribute 
to the public good), and ecological awareness were all rather strongly present, with little 
variation between states. Only civil rights awareness was relatively weak, lending support to 
the thesis that delivering results had become more important than the means employed 
(Saravanamutta 1996). Political discourse came to be purely consequentionalist, stifling 
debate about objectives and routes taken.  
The Embedding of Developmentalism 
The emergence of developmentalism as comprehensive ideology coincided with the advance 
of notions like an ‘Asian model of development’ or even a ‘Malaysian Model’. Such concepts 
combine the ideas that there has been a comprehensive, model-like vision behind the pursued 
economic policies, and that this vision is something typically Asian/Malaysian. The earlier, 
technocrat version of history attributed the success of Malaysia to the fact that Mahathir 
followed the dictates of the neo-liberal economic model. Now, the success was brought to 
down to Malaysia and the other Asian countries constituting a model themselves. The ideals 
of Malaysian economic development were embedded in a national or Asian culture.  
The classification of economic policies as non-ideological, technocratic and pragmatic 
was thus replaced by a more essentialised story. In the discourse of the Malaysian 
development model, it was not so much an absence of political meddling in economic policy, 
but a political culture in which the deliverance of growth was more important than 
redistribution or other goals that enabled the Mahathir administration to pull through 
inherently difficult reforms. This trait is related to the so-called Asian Values, which were 
widely publicised around the time (Hitchcock 1994; Mahathir 1996b; see Hill 2000 for a 
critical discussion). According to this idea, Asians had a cultural tendency towards obedience 
and reverence to leaders, towards giving priority to collective interests above individual rights 
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and to long term goals rather than short-term gain. An orderly society, societal harmony and 
respect for authority were deemed more important than in the West.  
The kind of institutional framework that the statist literature about Asia’s development 
identifies as crucial in its success—a strong, benevolent state, guiding the market rather than 
the other way around (Amsden 1989: Wade 1990)—can be quite easily linked to these ‘Asian 
Values’. Moreover, the traits identified as Asian Values make an Asian state quite naturally 
capable of implementing harsh measures that are in the collective interest in the medium-long 
term but damage certain interests in the short run; precisely the elements needed to pursue the 
kind of reform Mahathir sought to achieve.  
The idea of Asian cultural values having something to do with the superior economic 
management and performance of Malaysia can be traced back to the early 1980s, when 
Mahathir launched the Look East campaign. One element of this campaign was the cultivation 
of an Eastern work ethic, which had brought countries like Korea and Japan progress. Another 
buzzword of this period, ‘Malaysia Inc.’, was also an attempt to adopt social and economic 
characteristics that were specifically Japanese and Korean. Whereas in the context of 
economic difficulties of the early 1980s, such traits were mostly brought to the attention as 
things to be fostered by Malaysians, during the economic boom of the second half of the 
1980s and the 1990s, the idea shifted towards the argument that such values already existed in 
Malaysia, since it was an Asian country itself. Thus, Asian values transformed from goals into 
explanations—even legitimisation. Even though the values originally referred to were mostly 
Japanese in origin—as exemplified by the term Look East—in Mahathir’s eyes, they were 
also present in Islam, and thus part of the Malaysian heritage. In this way, the tension between 
Asian Values as something already present and something to be achieved was resolved. The 
values were there; they were just hidden underneath misconceptions and ignorance about 
Islam. For this reason, an Islamisation campaign had been started by Mahathir soon after his 
inauguration.  
Islamisation  
The Islamisation campaign was basically about two things. First, it sought to increase the role 
of Islam in public life. The relation between Islam and the state has always been rather 
ambiguous in Malaysia. The constitution provides that “Islam is the religion of the 
Federation; but other religions maybe practised in peace and harmony in any part of the 
Federation” (Federal Constitution, Article 3(1)). This provision does not specify which role 
Islam has to have in government affairs, however; one could interpret it as if Islam is the 
religion of the state apparatus, or as Islam being the religion of the nation. In the latter case, 
the nation had usually been defined as a sort of “Malay nation plus immigrants”, so that Islam 
was something applicable to Malays only. This was the route UMNO always had taken, 
seeking to politicise Islam along ethnic lines. Islam became the exclusive domain of Malays, 
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as they are Muslim by birth and by constitution (Lee and Ackerman 1997, 20-22)150. Mahathir 
took another view on the matter, however. Whereas UMNO had sought to keep Islam and 
politics more or less separated, he wanted Islam to play a more important and direct role in 
public life, and the dealings of the state. It was a demand shared by organisations involved in 
the Islamic resurgence of the 1970s, such as Darul Arqam or the Islamic youth movement 
Angkatan Belia Islam Malaysia (ABIM), headed by Anwar Ibrahim. In this sense, Mahathir’s 
campaign was supported—perhaps even inspired—by larger societal developments. 
Merely enhancing the role of Islam in public life was a dangerous road to take, 
however, for it could well play into the cards of anti-modernist Malay opposition movements. 
For this reason, a second element of the Islamisation campaign was to increase control over 
the interpretation of Islam, and disseminate a ‘true’, progressive version. In 1980, the 
religious division of the PM’s department was reorganized to become an important arm of 
Islamic administration. The new Islamic Centre had three functions; advisory, missionary and 
research. Of these, research was the largest unit. The Islamic Centre monitors Islamic cults 
and movements, publications etc. in Malaysia (Lee and Ackerman 1997, 42). Other important 
steps were the creation of International Islamic University, announced on 7 March, 1982 and 
opening its doors on 18 July 1983, and the creation of the Bank Islam Malaysia Berhad, 
which was announced on 6 July 1982. In the case of the Islamic University, it sought to 
reduce the influence of foreign ideas and interpretations on students studying abroad; in 
Mahathir’s view, such an influence was likely to be either too Western or too anti-Western, 
both of which were undesirable attitudes. Along with the creation of the university and the 
teaching of Islamic Law, the government set higher standards on lawyer and judiciary 
qualifications in Shari’ah courts. The creation of the Islamic Bank was an attempt to 
simultaneously capture the financial potential of Muslim savings and to propagate an 
interpretation of the prohibition of riba that was compatible with economic development. A 
more coercive element of the shift of the right of interpretation towards the executive was the 
Amendments to Societies Act of 1981, which gave government the power to proscribe an 
organisation when it was deemed to challenge not only the government or Bumiputera rights, 
but also when it challenged Islamic doctrine—the determination of which of course being left 
to the government. Amendments to the penal code in 1985 allowed civil authorities to 
prosecute persons considered religious offenders, with a maximum penalty of 5 years (Lee 
and Ackerman 1997, 135). These measures meant that other interpretations of Islam than the 
government’s could legally be suppressed. Another important move was the take over of the 
right to interpret Islamic precepts, tenets and Shari’ah law from the traditional rulers (Hilley 
2001, 85).   
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 In contrast with PAS, proclaiming a universalist Islam, applicable to all people. The difference is part of a 
wider difference between UMNO and PAS; PAS stressed the equality of all races, while UMNO had an ethnic-
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These efforts to increase control over Islam’s interpretation were necessary for “the 
struggle to change the attitude of the Malays in line with requirements of Islam in this modern 
age” (Mahathir 1982a). The kind of Islam Mahathir sought to promote could be classified as a 
“highly Protestantized form of Islam” (Lee and Ackerman 1997, 36). Islamisation was 
interpreted almost solely as a dissemination of certain values deemed Islamic, leaving the 
more constitutive elements of religion aside. Mahathir argued that the pursuit of knowledge, 
thrift, and hard work were basically Islamic values, which made Islam very compatible with 
economic growth. In his view, the Islamic resurgence ought not to be concerned only with the 
spiritual, dismissing the mundane, but, on the contrary, should primarily seek to empower the 
Muslim world, thus creating a second golden age of Islam. Although Mahathir criticised the 
Western world for being decadent, he realised that to strengthen the position of Muslims (and 
Malays) in the world, ‘Western’ science and investment was much needed. The right 
interpretation of Islam therefore was one in which one “retain(ed) a balance of values, 
accepting what was good from the West but continuing to hold firmly to Islamic values” 
(Mohd. Nor Samsudin ‘Universiti Islam Antarabangsa Kembilakan Kegemilangan Dunia 
Islam’ quoted in Khoo Boo Teik 1995, 176). Just like the emerging Asian Values concept, 
Islamisation was thus a large extent about a set of values instrumental to capitalist 
development. In other ways, the two themes are very similar as well. For example, Islam is 
thought to call for differences within the Muslim ummah to be resolved through muzakarah 
rather than in open debate (Ismail Noor Azaham 2000). Similarly, Mahathir envisioned a 
“consensual, community-oriented Malaysian democracy” as fitting for the country (Mahathir 
1991). The stress on the collective rather than the individual, and the preference for 
maintaining social harmony above political decision-making through open competition in 
these ideas reflect themes from the Asian Values debate. A final element of the official 
interpretation of Islam was the stress on openness towards other religions. With the control 
over Islamic interpretations firmly entrenched, government-sponsored institutes like the 
Institute of Islamic Understanding Malaysia (IKIM) started proclaiming the message of the 
‘universality of Islamic values’ as well as the values shared by Islam with other religions (Loh 
Kok Wah 2002, 32). In a way, this was a step towards the PAS position, and away from the 
politicisation of Islam along ethnic lines. However, it was being done in such a way as not to 
provoke but surpass inter-ethnic tensions. Rather than emphasising the universal nature of 
Islam, which would imply a need to impose Islamic principles onto non-Muslims, the already 
Islamic character of other worldviews came to be stressed. This went as far as Osman Bakar 
suggesting that “a Muslim does not go against the teachings of his or her religion if he makes 
the claim that Confucius was a prophet of Islam…The Analects is, in fact, basically a source 
of moral and ethical teachings for the organisation of society, which is what the Shari`ah is all 
about” (Osman Bakar 1995, 98-99). Such a de-emphasises of the specific Islamic nature of 
the values to be assimilated allowed the government to push for a further expansion of the 
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role of Islam in public life, without upsetting fragile ethnic harmony151. To UMNO, Islam 
could be used “as a set of arguments for building a class of entrepreneurs and shoring up 
support for unfettered capitalism” (Amrita Malhi 2003, 258)152. Such an interpretation 
ultimately enabled Mahathir to answer repeated calls of the PAS for further Islamisation with 
the (still rather intriguing) claim that “Malaysia already is an Islamic state” (Mahathir 
2001)153. All in all, whether labelled ‘Islamic’ or ‘Asian’, the message is the same. The goal-
oriented, pragmatic political economic management with its focus on growth above political 
issues that was supposed to have been the basis for the successful economic reforms and 
development in Malaysia was embedded in a set of cultural values. It was (Mal)a(y)sian 
culture that brought the prosperity.   
B. CHANGING HISTORIES, CHANGING CULTURES 
The emergence of developmentalism embedded in Asian Values or in Islam implied a move 
away from the definition of culture as it underlay the discourse of the plural society. In the 
story about finishing the NEP, the portrayed culture is Malay in a context of ethnic 
contention. It is a culture thoroughly traditional and static, and hence problematic for 
progress. The imperative in the story is not about development, but about conserving what is 
in the ethnic competition. 
The culture underlying developmentalism, by contrast, is directed at growth and 
change, and facilitates modernisation. Also, and perhaps even more remarkable, the 
nationalism of which it speaks is ‘unifying’ and ‘Malaysian’ instead of Malay. The values it 
stresses are Asian or Islamic; in addition, the latter has become a source of identity by itself 
rather than as one of several characteristics of Malay ethnicity. In other words, ethnicity came 
to be downplayed as basis for identity, at least in the political arena154. In the course of a few 
years, culture was thoroughly redefined. The emergence of developmentalism does not only 
constitute a redefinition of culture, but, since the culture in which economy and politics are 
embedded is constructed as inherent to a historical society, it also implies a rewriting of 
history. History is being created as a consistent story logically leading up to the present. 
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 For example, there is nothing exclusively Islamic about seeking knowledge or a distaste for corruption.  
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 The PAS made a similar move, but with a profoundly different message. To the PAS, the Islamic state it 
sought to create was not so much a state in which everyone was Muslim, but merely a just society and economy, 
in which Islamic ethics were followed in public life (Amrita Malhi 2003, 258).   
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 Which—in spite of its ambiguity—did certainly not go down well with the non-Malay opposition. 
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 A process even Lim Kit Siang had to acknowledge, saying that there has been “a minor liberalisation on 
government policies on the primordial issues of language, education and culture and a greater acceptance and 
recognition of Malaysia as a plural society” in the 1990s (Lim Kit Siang 2000). The interpretation of Lim seems 
to differ slightly from the government line, however. Whereas the former sees developments as increasing 
recognition of primordial diversity, the latter was trying to move towards a new form of uniformity, at least in 
public life. Compare Lim’s statement for example with the “One Heart, One Vision” campaign, launched by 
MCA leader Ling Liong Sik in 1993 to encourage Malaysian Chinese to be more multi-culturally oriented. Ling 
argues that races have not become “less Malay, less Indian, or less Chinese but all have become more 
Malaysian” (Malaysian Chinese Association, Secretary-General’s Report 1993, 9).  
Radical Change or Continuity? 
 171 
When the definition of the present changes, as it did with the emergence of 
developmentalism, history changes with it. Nowhere is this clearer than in the development of 
accounts of Malaysian economic policy.   
Changing Histories 
The process of rewriting history can be illustrated tracing the timing of the histories told about 
Malaysian economic policy in the 1980s. Recall that the second story maintained that 
economy and politics first and foremost should be seen as moulded by Malay nationalism, or 
from the perspective of the position of Malay culture in the context of a plural society. The 
reforms, and the privatisation project in particular, are then to be considered a completion of 
the ‘affirmative action’ of the New Economic Policy, rather than a move away from it. 
Especially in domestic circles, this is certainly the story that was more dominant at the time of 
the reforms itself. The other story, stressing sound economic management embedded in Asian 
Values, is one only seriously emerging in the early 1990s, when the economic boom 
following the reforms consolidated, although it had—in its yet dis-embedded form—some 
precedents among foreign audiences. It is in some ways a reinterpretation of earlier accounts 
of events.  
This is perhaps most obvious in the reputations ascribed to Mahathir and his main 
opponent in the period, Tengku Razaleigh. In the first story, Mahathir was projected as the 
economic liberal, who saw the need of pushing back the role of the state in the economy, 
rationalising state enterprises, and modernising Malaysia’s political institutions. Razaleigh, on 
the other hand, was considered to be representing the case for the NEP as it had been shaped 
during the 1970s; characterised by a large public sector, a stress on redistribution, and less of 
a focus on economic principles. This image goes against much of the interpretations of events 
common at the time. Consider for example Mohamad Abdad (1988) arguing that “in drawing 
a simple comparison between Mahathir and Razaleigh, one might say that for Mahathir 
‘politics’ is first and foremost, while for Razaleigh ‘economics’ has always been his priority” 
(Mohamad Abdad 1988, 32). At the time, this view would probably have been shared by 
many. In fact, Razaleigh’s opposition to Mahathir was based ideologically upon the manifesto 
“Opposition against Economic and Political Deviations”, in which he attacked Mahathir’s 
economic policy as being too expansionary, with too little attention for attracting foreign 
investment, an overemphasis on big, unsystematic heavy industrial projects and public 
works155 (Aziz Zariza Ahmad 1997). Contrasting Mahathir with Musa gives a similar picture; 
“many accounts emphasise Musa’s policy disagreements with Mahathir as his reason for 
resigning, his preference for modest development projects and growth rates, and his 
apprehension over ‘money politics’” (Case 1996, 169).  Mahathir—not Razaleigh or Musa—
was the person who started the second round of ISI, characterised by an expansion of public 
investment, and resulting in huge inefficiencies. Mahathir, moreover, was the one who had 
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played an important role in the birth and design of the NEP, posing as inventor even of the 
NEP because of his The Malay Dilemma. Finally, Mahathir was the one who turned out not to 
shy away from some of the most repressive operations in recent Malaysian history and 
increasing authoritarianism. At the time, Mahathir was more usually perceived as the state 
interventionist of the two (Jomo K.S. et al 1995, 1).  
In later years—and/or in foreign publications—there has been a consistent tendency to 
interpret Mahathir’s policy choices in terms of technocratic management, rather than from a 
political-ideological perspective, however. For example, when Demery and Demery (1992) 
argue that the mounting fiscal deficit of the early 1980s “was partly an attempt to smooth 
expenditure flows during what was considered to be a temporary deterioration in terms of 
trade, but was also due to fiscal rigidity” (Demery and Demery 1992, 64), this reads very 
much like a rationalisation afterwards of the non-too-rational policies of a new, ambitious 
Prime Minister with strong political ideas trying to make an imprint. In the same way, Bruton 
(1992, 304) statement that. Mahathir and Musa were less committed to the NEP and the 
development strategy it had come to represent is very hard to reconcile with Mahathir’s 
posture as inventor of the NEP and his and Musa’s carefully cultivated statures as champions 
for the Malay cause; it also goes by entirely on the public-sector expansion during the first 
years of Mahathir’s rule. Something similar is occurring in the work of Grace (1990) stating 
that “‘Malaysia, Inc.’, in copying ‘Japan, Inc.’ is partly an attempt to emulate the small 
government society of Japan, where enterprises, after having been made viable, are passed 
over to the private sector” (Grace 1990, 6). Here, the introduction of the ideas around 
‘Malaysia, Inc.’ and ‘Look East’ are lumped together with a privatisation policy that was only 
to gather steam in the second half of the 1980s, in order to make a consistent history out of 
unconnected events156. At the time of their introduction, ‘Malaysia, Inc.’ and ‘Look East’ 
were more readily associated with the government-induced Heavy Industries Push, and thus 
with an expansion of the public sector. With regard to political institutions, between-the-lines 
suggestions by Lowe (1984) and Muhammad Haji Muhammad Taib (1996) that Mahathir’s 
stance in the constitutional clashes with the traditional rulers should be perceived as reflecting 
a concern with democracy are almost offensively absurd from the point of view of the victims 
of Operation Lalang. To a very large extent, the story of rational economic management and 
good governance is a history written in retrospect.  
Changing Cultures 
The writing of a history of Malaysian good governance and rational management needs to be 
considered in the context of the new culture of developmentalism. On this cultural level, 
history was being rewritten too. One of the most obvious examples is the decline of ethnicity 
as basis for identity in the public sphere that took place. Loh Kok Wah (2002) depicts this 
                                                 
156
 Or more precisely, the events can be argued to be connected in a consistent history. The structure binding that 
history, however, is not an economic vision but simply the quest for political consolidation.  
Radical Change or Continuity? 
 173 
phenomenon as a process of cultural liberalisation, in which identity has been ‘privatised’. 
Individuals could pursue their freedom, individual achievements, and identity in private, 
mainly through consumerism, so that the questions of identity, freedom and ethnicity were 
taken out of the public sphere (Loh Kok Wah 2002, 21; Rahman Embong 2000, 12); publicly, 
however, “the tolerance level for political expression in the Malaysian political system 
became increasingly limited, despite the cultural liberalization of the 1990s” (In Won-Hwang 
2003, 210). In a related process, the issue of the national culture, which had been highly 
politicised previously leading even to its formal definition in the National Cultural Policy, 
came to attract less attention. Culture was taken out of the public sphere as well, and reduced 
to something to be pursued in private or as an asset for tourism157. Moreover, where it still 
was an issue (as in tourism), the multi-ethnic character of Malaysia was put to the fore. On an 
academic level too, this multi-ethnic, inclusive image came to be stressed at the expense of 
the previous paradigm of a historical Malayness of Malaysia and inherent conflict between 
various ethnic groups. For example, sociologist Rahman Embong (regardless of whether he is 
right or wrong) is certainly rewriting history books as he writes: “It should be acknowledged 
that Malaysia has a long history of cosmopolitanism, and that pluralism in Malaysia is 
ancient, predating colonialism. Having its sources in major Asian civilisations and great world 
religions that had interacted with each other since the beginning of history in the Malay 
Archipelago, Malaysian pluralism has also been a source of the country’s strength, vitality 
and uniqueness, which contributes towards the evolution of multi-ethnic understanding and 
co-operation.” (Rahman Embong 2000, 10) He is backed up by Anwar, though, who argues 
that “the culture of tolerance is the hallmark of Southeast Asian Islam…Southeast Asian will 
not forget that since time immemorial, their region has been the theatre where the great 
civilizations have crossed paths” (Anwar Ibrahim 1996, 123-4)158. The message is clear: 
Malaysia is traditionally not Malaya plus immigrants, Malaysia is a multi-ethnic, inclusive 
nation and has been so for its whole existence.  
Vision 2020 
These processes are summarised in Vision 2020, the ideological agenda for Malaysia’s future 
Mahathir formulated in 1991. The main message of Vision 2020 was that Malaysia would be a 
fully developed country by 2020. By developed, Mahathir of course meant economically 
developed; the target was to have the Malaysian economy grow by 7% each year (only “0,1 
percent” more than the annual average of the 20 years preceding the Vision) so that Malaysia 
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 Anwar continues, “but they are honest enough to know that the region is not a great melting pot”. However, it 
is still a sharp contrast with the ethnicist discourse which elevated Malays to the position of Sons of the Soil, 
while Chinese and Indians were reduced to fairly recent immigrants rather than people who could claim a 
historical role in the genealogy of Malaysia. To argue that Southeast Asia had always been a ‘melting pot’ would 
have amounted to a complete dismissal of ethnicity as source of identity, which would have been several bridges 
too far. The point is rather that ethnic culture is contained within the individual, private consumption sphere and 
taken out of the public, political sphere, in which a kind of ‘historical Malaysian cosmopolitanism’ is promoted.  
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in 2020 would be eight times richer than it was in 1991. However, the fully developed-status 
was taken to mean more than merely a certain level of economic prosperity; in Mahathir’s 
words, it “cannot mean material and economic advancement only”. He formulates nine 
challenges, of which the first is “1) Establishing a united Malaysian nation with a sense of 
common and shared destiny. This must be a nation at peace with itself, territorially and 
ethnically integrated, living in harmony and full and fair partnership, made up of one ‘Bangsa 
Malaysia’ with political loyalty and dedication to the nation” (Mahathir 1991). This is nothing 
less than a call for a Malaysian nationalism, instead of the ethnic Malay nationalism dominant 
in the NEP years. It is complemented by the fifth challenge: “5) Establishing a matured liberal 
and tolerant society in which Malaysians of all colours and creeds are free to practise and 
profess their customs, cultures and religious beliefs and yet feeling that they belong to one 
nation” (ibid) 
This challenge calls for the privatisation of ethnicity and culture as a corollary to the 
Malaysian nationalism of the first challenge, as has been argued by Loh Kok Wah (2002). 
Malaysia could not afford to use only half of its human resources, therefore it would need 
both to engage the bumiputera in the economy, and incorporate other groups into the nation. 
This required, among other things, a redefinition of Malay identity. The challenges are 
therefore closely associated with the emergence of another buzzword of the early nineties, the 
Melayu Baru. This ‘new Malay’ Mahathir envisaged was fluent in the languages of the 
modern economy, dynamic and entrepreneurial, capable of dealing with any other race on an 
equal basis, and still profoundly Malay. However, it was not a Malayness of traditions that 
Mahathir had in mind. The most important emblems of Malay identity—the Malay rulers, 
Malay language and culture, Islam—which were hitherto promoted as the central attributes of 
the Malaysian nation state, came to be de-emphasised or redefined by UMNO leaders 
themselves, to make place for a more inclusive ideology (Loh Kok Wah 2002, 28). Mahathir’s 
attack on the position of the Malay rulers has been discussed before. Bahasa Malaysia was de-
emphasised through the official encouragement of English among Malaysians and Malays in 
particular, and the use of English as a medium of instruction for some subjects in local 
universities. As we have seen, Islam was not so much de-emphasised as reinterpreted. Now, 
its tolerance, compatibility with economic development, and similarities with other value 
systems present in Malaysia were stressed, in effect de-ethnicising it. Although Islam actually 
gained in prominence, it certainly was not as the emblem of Malay identity that it used to be, 
something perhaps most clearly visible in the motto of the modernist Islamic organisation 
ABIM, which is “Islam first, Malay second” (Shamsul A.B. 2001). From being a source of 
ethnic identity, Islam had become a source of capitalist values for the Melayu Baru. In a way, 
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the ABIM motto could therefore also be read as “Capitalist Entrepreneur First, Malay 
Second”159.  
With Malay ethnic identity going private, dominant public culture was shifting from 
being Malay towards being Malaysian. At times, this development was pushed even a little 
further, when references were made to concepts like ‘Asian Values’ and ‘Asian Democracy’.  
This last step was not that great; with Malaysia having its sources in the major civilisations of 
the East, its common-held values almost automatically also represent the values shared by the 
whole of Asia. Note for example Aziz Zariza Ahmad (1997, 211), writing: “Both Mahathir 
and Deng are notable leaders from the Far East in their own times and, whether wittingly or 
unwittingly, have subscribed to the Eastern concept of gradual improvement as manifested in 
the Japanese kaizen principle…Whether we realise it or not, most of us Asians have long held 
principles of such sort”. This is a clear reference to an alleged pan-Asian culture, even to the 
extent of seeing similarities with Chinese values. Moreover, the remark is instructive in 
maintaining that these values have been among us all the time, only now to be realised; as in 
the case of the ‘long history of cosmopolitanism’, history is being rewritten here. 
Malaysia Boleh! 
Apart from the increasingly Malaysian character of nationalism and the privatisation of 
ethnicity and culture, the ‘Asian Values’ debate and Vision 2020 go to show another element 
of discourse change; the change from national lamentation to national euphoria. The years of 
economic progress, and the awareness that one was part of a region which was emerging 
globally had brought a new potential source of confidence, tapped eagerly by politicians like 
Mahathir and Anwar, author of the book The Asian Renaissance (Anwar Ibrahim, 1996). 
Economic success, alongside with political stability, was taken to be proof of the superiority 
of the East-Asian way of doing things. The contrast with the message of The Malay Dilemma, 
in which Mahathir had argued that Malays were backward because of their culture and 
therefore needed protection, could not be greater, it seems.  
In fact, the difference in cultures can effectively be summarized by comparing the 
message of The Malay Dilemma with the new slogan in the 1990s, ‘Malaysia Boleh!’. First, 
recall that Mahathir had argued in The Malay Dilemma that Malays were backward because 
they had the wrong values and culture. In his view, Malays “abhor unpleasantness” (and 
therefore do not stand up for themselves); “together with this dislike for facing up to the hard 
facts of life”, they have a tendency to “traditional apathy” (Mahathir 1970, 57); possess a 
strongly non-hedonistic attitude, arguing that good is not the same as pleasant; have a 
preference for form above substance (i.e. what matters is whether it appears to be so, not 
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 Interesting aspect of the shift from Malay nationalism towards Malaysian nationalism was the way it 
influenced the cause for economic emancipation. In 1996, the Amanah Saham Nasional was accompanied by 
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now, the government apparently felt that every Malaysian was entitled to some kind of state support and 
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whether it is so); are drawn to pleasantness, politeness, fatalism, temperance, and moderation; 
interpret courage as being prepared to do things without thinking about the consequences, not 
calculating one’s chances; have no valuation of time; and have a limited understanding of 
property (only land) and money (Mahathir 1970, Chapter 9). All these detrimental values that 
Mahathir attributed to Malay culture are essentially deontological; yet, there is nothing of that 
kind anymore in the completely consequentionalist, consumerist, privatised, developmentalist 
discourse of the 1990s. Instead of focusing on what one is or how one does things, the 
mentality behind ‘Malaysia Boleh!’ stresses achievement; what one can do. The message is 
that anything is justified, as long as it brings economic progress. Secondly, the notion of 
Malaysia Boleh illustrates the inclusive nationalism that had replaced the ethnicist discourse. 
Thirdly, the fact that Malaysia was now considered to be able to compete signified a change 
from an altogether defensive kind of nationalism to a more outward-oriented, aggressive kind. 
A new wave of national confidence seemed to be sweeping through Malaysia.  
The new ideology is concretised—or more accurately, ‘glass-and-steelised’— in all its 
embeddedness in the form of the futuristic Petronas Twin Towers dominating the Kuala 
Lumpur skyline. Apart from being an icon of economic growth, the building, which actually 
exists of five towers, is a reference to the five pillars of Islam, thus embodying the 
compatibility of modern Islam with economic progress. In addition, the fact that Malaysia 
hosted the tallest building in the world proves that Malaysia is not inferior to any other nation, 
and has become a source of pride for all Malaysians, bumiputera and non-bumiputera alike. It 
being built by Korean and Japanese construction companies signifies Asian pride and 
independence (Look East!)160, and finally, a short look inside the building confirms it as a 
hallmark of the new consumerism. Thus, the Petronas Towers are the glass- and steel 
embodiment of the culture of Malaysian developmentalism.   
Discussion 
In this chapter, it has been shown that there is not just one history of Malaysian reforms in the 
1980s. At least two, strongly contrasting stories existed, that defined society differently and, 
consequently, interpreted the meaning of the policies implemented by the Mahathir 
administration in different ways. There are several insights to be gained from this analysis.  
First of all, the case-study shows that in so far as determinacy exists in history, it exists 
within and is created by the story. Where certain events follow from certain acts or vice versa, 
it is because they are fitted within a comprehensive history that puts them into structural 
relationship with each other. For example, the first story tells us that, because of certain 
economic problems, Mahathir had no choice but to liberalise the economy in the mid-1980s, 
and doing this resulted in FDI inflows and high economic growth. However, the mechanisms 
and principles underlying these causalities are constituted by the story; in a history focusing 
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on ethnicity, Mahathir would have been forced to act otherwise, and liberalisation would not 
have brought success but open ethnic conflict and instability. In other words, the structural 
relationships governing historic events are created in the same moment as history is 
constituted.     
Although within history, as a structured account of events, determinacy exists, it is a 
determinacy of an open form since different histories are possible. In the Malaysia of the 
1980s, two such histories coexisted, each establishing different mechanisms and prescribing 
different actions. In the 1990s, however, this plurality of histories rapidly disappeared to make 
place for a largely unchallenged version of Malaysian history as progressive, market-oriented 
success embedded in Islamic and Asian Values. These differing histories are summarised in 
table 5.1.  
Table 5.1 Malaysian Histories 













Malay Champion (Ignored) 
Embeddedness Dis-embeddedness: 




actions follow from 
Malay culture within 
Plural Society 
Embeddedness: 
actions follow from 
Asian/Islamic Values 








Objective161 Growth  Traditionalism Growth as 
Nationalism 
 
Each story presents a logic of its own, by which certain actions are natural or 
necessary, while others are removed from the list of options. As each story represents a form 
of structuration, these modes of structuration exclude potential rival structures through 
mechanisms of reification and essentialism. Such mechanisms actively disguise the 
contingency of the mode of structuration and make certain actions seem inevitable. Multi-
ethnic, class-based political action, for example, simply stood no chance in the Malaysia 
created by the ethnicist discourse of the plural society, in which one had no choice but to unite 
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along ethnic lines. In this sense, the ‘plural society’ was plural to a certain extent only; 
although differences were allowed between races, essentialisation made it next to impossible 
to structure differently than in terms of ethnicity. Society was thus divided in homogenous 
categories whose relevance was not subject to discussion. In these ways, reification and 
essentialism amount to de-politicisation.   
This leads us to a second insight. Whereas the story around the reification of economic 
principles tended to enhance the sense of reform—even nourishing it, as it presented a 
Malaysian government deserving credit for pulling through necessary, but radical change—
the essentialised stories did just the opposite. To the extent that essentialism makes certain 
actions seem logical, natural or inevitable, it is able to facilitate institutional change that might 
be seen as rather radical from an alternative point of view. For example, had Mahathir’s 
policies been presented domestically as the radical move towards the market that the World 
Bank later made of them (World Bank 1993; Bruton 1992), they would have encountered a lot 
more opposition and perhaps have come to a grinding halt. However, the essentialism of the 
plural society and NEP made that reforms which in the eyes of many an economist were quite 
fundamental could be presented as a set of actions following from a continued policy of 
Bumiputera promotion. In the subsequent Asian Values debate, successfully accommodating 
the logic of identity with the logic of economic growth, all remaining contentious aspects of 
the Mahathir administration’s policies had been dissolved. The smooth, continuous line from 
past to present and future presented by essentialism created a history in which breaks and 
structural reforms had no place. This is not to say that structural change did not take place; it 
is to say that it did not take place within these stories. By not presenting policies as opposed to 
everything what is and has been, but rather as following from the past, essentialism thus can 
contribute to a less disruptive implementation of ‘reforms’. Indeed, it was only when the 
market-oriented, capitalist institutions introduced by the Mahathir administration were 
essentialised in the form of Asian and Islamic Values that the political unrest and contestation 
suppressed only by the harsh measures of Operation Lalang genuinely died down. In the 
definition of society of the Asian Values story, the institutional structures of ‘Mahathirism’ 
went unchallenged, as they followed from an ancient past.  
A third insight, therefore, is that although each essentialised history stresses 
continuity, change occurs because stories themselves can change radically. Moreover, with 
such a change of histories, the content of the cultural and institutional environment in which 
policies were deemed embedded has altered. In this sense, cultural change has taken place in 
Malaysia; as the replacement of one version of history with another. Fundamental institutional 
and cultural change is disguised because essentialism positions the new state in a rewritten 
history. When references to Asian Values, Islamic Values, or typically Malaysian tendencies 
towards authoritative government were made, they were not referring to a culture that was 
new and had superseded the Malay culture within a plural society. On the contrary, Malaysia 
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suddenly had a ‘long history of cosmopolitanism’, rather than an ancient Malay culture rooted 
in a country recently infiltrated by immigrants. Its Asian Values and Asian Democracy were 
neither new, nor limited to Malaysia only; they were deep-rooted, pan-Asian phenomena. 
Finally, the developmentalist values were not new either, but as old—timeless even—as Islam 
itself.  
For this reason, any accounts that take culture as an explanation for development or 
the lack of it are dangerously simplistic. Where economy and politics are embedded in 
culture, they are so within a history constructed in the present. Taking such constructions out 
of that present context and lending credibility to them contributes to the closing-off of the 
histories and modes of structuration involved. If obedience to the Malay rulers is said to 
follow from Malay history and culture, the contingency of those social structures teaching 
obedience is disguised. Moreover, reproducing, confirming, and—what is more—lending 
scientific status to these definitions of history and culture aggravates this process. In this 
sense, scholars working on the Asian Values-theme in the 1990s can be said to have 
contributed actively to the dominant position of the social structures supported by those 
values. In a world where society is Truly embedded in Asian Values, the institutions of 
developmentalism are unavoidable and go unchallenged. In other words, they are closed-off. 
How serious such closing-off is from a political point of view can only be assessed when 
applying a political-economic perspective on the process of embedding. This is what we will 
do in the subsequent chapter. 
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6  Of How the Beds Are Made 
The Embeddedness of Embeddedness  
 
Introduction 
In the previous chapter, we have discussed the role of embeddedness in economic reforms in 
Malaysia. It has been argued that different histories can be told about Malaysia in the 1980s. 
In spite of this plurality of histories and the apparent absence of an agreed-upon institutional 
framework determining economic policy, references to embeddedness of economy and 
politics in culture are repeatedly made. As histories change, the culture in which policies are 
allegedly embedded changes with it. In this way, the essentialisation of the developmentalist 
discourse implied a redefinition of culture from ethnically Malay to Asian and Islamic Values.  
These processes of essentialisation have had the function of disguising changes in and 
the contingency of the social structures. Instead of being arbitrarily designed structures, 
embedded institutions follow from an underlying, traditional culture and, as such, are not 
subject to choice. Thus, the embeddedness of Mahathir’s policies and promoted institutions in 
Islamic Values effectively closed-off any debate about their desirability, for example. As a 
result, the social structures governing Malaysia went largely unchallenged in the 1990s; to 
question them was to question Islam, or, to question them in the name of Islam like PAS did, 
was to portray oneself as a religious extremist.   
The question that stands central in this chapter is why embeddedness has been 
constructed in Malaysia. This question falls apart into two sub-questions. First, it is to be 
asked why embedding has taken place. Secondly, we need to know why embedding has been 
accepted. From the theoretical argument presented in the first chapters, it can be derived that 
dominance of one history or mode of structuration is problematic because it translates in 
inequalities in social power. Essentialisation, in this sense, can be said to contribute to the 
reproduction and intensification of distributions of power. This argument would imply that 
the embeddedness of economy and politics in a set of Asian or Islamic Values ought to be 
seen as being informed by power interests. Such a view calls for an analysis of the way in 
which culture has served the interests of the powerful, thus supporting power distributions in 
the Malaysian case.  
With regard to the first sub-question, then, it will be argued that the development of 
culture in which structures were embedded can indeed be understood to a large extent as 
following the interests of Mahathir. In this sense, cultural embeddedness can be said to have 
been embedded in the distribution of power. This line of argument is pursued in the first part 
of this chapter.  
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In the second part of the chapter, we will go into the question why society has been 
responsive to the process of embedding structures. After all, the constitution of the 
developmentalist discourse was not an action of the government alone; it was actively 
reproduced by society as well. It will be argued that the stories of embeddedness of the 
previous chapter can be positioned within larger, previously existing stories about Malaysian 
society. These larger stories, however, can also be seen as informed by power distributions, 
and as such, the idea that embeddedness is embedded in politics can also be derived from such 
a more grand historical view. In addition, there have been—again—some direct political 
considerations on behalf of the public behind the eager reception of embedded 
developmentalism.  
The chapter will eventually conclude with a discussion about the role and impact of 
the idea of embeddedness in Malaysian development.  
6.1. The Political Economy of Embeddedness 
A. THE BASIC FACTS, VERSION 3: THE QUEST FOR COMPLETE CONTROL  
Apart from the histories described in the previous chapter, another account of the policy 
reforms in the second half of the 1980s can be found in the works of authors like Gomez 
(1990; 1994; 2004; Gomez and Jomo K.S. 1999), Jomo K.S. (1988; 1995), Crouch (1992) and 
In-Won Hwang (2003). The history constructed in these works stresses the blatant quest for 
power, rent-seeking and patronage, interpreting the events of the 1980s accordingly.  
Creeping Authoritarianism 
With Mahathir gaining control, a period started in which political power was to be 
increasingly concentrated in the hands of the executive branch, and Mahathir in particular. 
Patronage was not widely distributed anymore, but channelled to a few well-connected key 
allies, mostly Malay businessmen. This pro-authoritarian trend occurred along three lines. 
First, there was a vast expansion of the coverage of the Ministry of Home Affairs, the UMNO 
presidency, and Mahathir in person. Examples of this development include the increase of 
OBA’s in the early 1980s, or the transfer of economic decision making from all kinds of NEP 
forums towards the Economic Planning Unit, falling directly under the PM’s office.  
A second way to concentrate power in UMNO and Mahathir’s hands was through co-
optation of opponents. According to one observer, “insiderism” is an important trait of 
Malaysian politics (Hilley 2001). In this view, dissent is encouraged to be expressed only 
from within. To attack someone in public is deemed ‘not done’, and to challenge a leader in 
public is especially controversial. Insiderism can be seen on many levels. The whole idea 
behind the Alliance and, subsequently, the Barisan Nasional coalition is in fact an example of 
it. The various ethnic groups, which are supposed to have (partially) conflicting interests, 
choose to deal with these conflicts within a coalition rather than in parliament, discussing the 
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issues in private rather than in public debate. When the Alliance after the riots of 1969 turned 
out too small to function as a forum for discussing public affairs from within, it was extended 
to incorporate additional parties, thus forming the Barisan Nasional (which in turn formed a 
coalition with PAS).  
During Mahathir’s reign, insiderism was an effective method to curb political 
opposition as well. There are two major events that illustrate this. First, in the years preceding 
Mahathir’s inauguration, some Islamic organisations had become quite influential and 
politically involved. The most important among these was the Islamic youth movement 
ABIM, led by Anwar Ibrahim. After its creation in 1971, ABIM had gradually taken on an 
increasingly oppositional stance, denouncing the corruption and social injustice it associated 
with the Barisan Nasional. Moreover, ABIM went into a tacit alliance with PAS after that 
party had left the coalition with the Barisan Nasional in 1977. Some ABIM members even ran 
successfully on a PAS ticket in the 1978 elections (Jomo and Ahmed Shabery Cheek 1992, 
87). All of this meant that ABIM began to be considered to be a political threat to the powers 
that be. Mahathir reacted in several ways. First, he turned to coercion; in 1981 the amendment 
bill to the Societies Act was tabled. This bill restricted the rights of organisation and gave 
government the power to proscribe organisations it considered a threat to itself, Bumiputera 
rights, or Islamic doctrine (Hilley 2001, 85). The amendment of Societies Act can be seen as a 
coercive move against oppositional elements of civil society, and probably ABIM in specific. 
Co-optation was the second answer, functioning both at the conceptual and personal level. At 
the conceptual level, Mahathir announced an Islamisation policy himself, thereby attempting 
to incorporate the Islamic resurgence into UMNO doctrine. At the personal level, in 1982 
Anwar Ibrahim was persuaded to join the Cabinet, in time replacing Musa as the most likely 
successor of Mahathir. A second major example of insiderism as a means to control 
opposition is the incorporation of the Parti Bersatu Sabah (PBS) in Barisan, after it wiped out 
Parti Berjaya and USNO (Barisan members) in the Sabah state elections of 1986162. At first, 
when the PBS won 25 seats in the state elections in 1985, there had been an attempt to solve 
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 The Parti Bersatu Sabah is a Kadazan-based party created in March 1985 around Joseph Pairin Kitingan, after 
his resignation from the then ruling Parti Berjaya in December 1984. Berjaya’s President and Sabah’s Chief 
Minister Harris Salleh reacted by declaring Pairin’s seat in the Sabah State Assembly vacant, announcing a by-
election in Pairin’s district Tambunan on 29 December 1984. The election was won by Pairin, after which 
Tambunan’s district status was abolished. State elections were held on 21-22 April 1985, in which Parti Berjaya 
was decimated (retaining 6 of its 42 seats), the newly found PBS won 25 seats (immediately gaining another 
when the assemblyman from Pertubuhan Kebangsaan Pasok Ragang Bersatu  joined the PBS), and another 
opposition party—USNO—won 16 seats. Harris Salleh and USNO leader Mustapha Harun reacted by 
attempting a coup d’etat, which soon failed, and Pairin was sworn in as Chief Minister. The issue of whom was 
the right Chief Minister was taken to court, however, and a year of instability and political violence followed. In 
1986 new elections were being held. By now, Mahathir, who had never accepted the PBS victory, proposed a 
scheme in which the PBS, Parti Berjaya and USNO would share power in a way similar to the Barisan Nasional 
and that after the elections, both the PBS and USNO would be admitted in the Barisan Nasional. The PBS, which 
did not want to become a narrowly Kadazan-based communal party, rejected the deal and gained another 
landslide victory in the elections, obtaining more than a two-thirds majority and thus securing its rule in Sabah 
(Khoo Boo Teik 1995, 219-222).  
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the matter through coercive methods, installing an USNO government in spite of the PBS 
victory, but this ploy soon collapsed. New elections in 1986 gave the PBS an absolute 
majority in Sabah, after which the government had no choice but to incorporate PBS into 
Barisan if it wanted to remain in power in Sabah163.  
Where co-optation did not work, the administration did not hesitate to complement it 
with repressive measures. This was obvious during and after the UMNO leadership crisis and 
Operation Lalang, but growing authoritarianism was already evident in the earlier years of 
Mahathir’s rule. The Amendment to the Societies Act in 1981 is a case in point164 (In-Won 
Hwang 2003, 125). In a series of Constitutional Amendments starting with one in 1981, 
powers to issue a state of emergency were significantly increased, now simply requiring the 
executive to be “satisfied that there is imminent danger of the occurrence of” an event which 
“threatens the security, or the economic life, or public order”(Constitutional Amendment Act 
1981, Article 150 clause 2). Finally, amendments to the Official Secrets Act gave the 
executive the right to classify any document or information as an official secret, something 
which could not be classified in court. Without such a categorisation, any information 
entrusted to an official in confidence by another official, or obtained by virtue of a position in 
the public service, automatically classified as secret. This amounted to virtually all 
government activities. Public officials were obliged to report anyone seeking official secret 
information (In-Won Hwang 2003, 123).   
A fourth line of the pro-authoritarian trend was the gradual erosion of competing 
powers to the executive. In the 1980s, they one by one had to subdue. First, as we have seen, 
Mahathir set out to strengthen the power of the executive vis-à-vis the Agong. An important 
qualification in this respect is the fact that whereas the powers of the rulers were curtailed, 
Mahathir did not seem willing to attack their privileged status as elites. In fact, he subsidised 
and supported the enrichment of many rulers, through land grants, timber concession etc 
(Case 1996, 176). Second, the Islamisation campaign was to a large extent about increasing 
control over the interpretation of Islam. Organisations and political parties like ABIM, Darul 
Arqam, and PAS threatened to make the Islamic resurgence of the 1970s into an anti-
government movement, and Mahathir sought to recoup the initiative. But transferring the 
power over interpretation of Islam unto the government meant a further erosion of the powers 
of the Agong, as the sultans functioned as traditional keepers of Islam. This partially explains 
why the struggle about the issue of royal assent in 1983, a right which had never been used in 
practice, was such a fierce one. The position of the traditional rulers itself was at stake, and 
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 The Amendment made a distinction between political and other societies, using a very broad definition, as 
well as a large amount of discretion on behalf of the Home Ministry, of ‘political society’. It further prohibited 
challenges of any matter provided for under federal or state constitutions. Searches of societies’ premises could 
be undertaken without warrants. The amendment seemed to have been directed at any source of political 
challenge, especially from outside the party system (In-Won Hwang 2003, 126).   
Embedding Economics 
184 
that bigger fight just concretised on this matter. Just as the traditional rulers lost the fight 
about the Constitutional Amendment, therefore, they lost the fight about their role as 
custodians of Islam. Thus, the control over the interpretation of Islam was one of the powers 
the government managed to annex during Mahathir’s reign, leading to centralisation of 
executive power (Khoo Boo Teik 1997).  
Another source of potential threats to the government that the executive branch sought 
to control was the media. To do so, it relied on two methods. First, all kinds of regulations 
were implemented, such as the Finas Act (1981, amended in 1984), the Printing Presses and 
Publications Act (1984), and the Broadcasting Act (1988) giving the government wide 
discretionary powers to reject or revoke licences (Zaharom Nain 2002). Also, the government 
increased its control over the media through the acquisition of newspapers and television by 
companies such as Fleet holding, the holding company of UMNO. The New Straits Times, its 
Malay-medium sister publication Berita Harian, Utusan Malaysia, Utusan Melayu are thus all 
controlled by UMNO, as well as a Chinese-medium newspaper. The MCA owns The Star and 
several Chinese-medium newspapers, while the Tamil press is in hands of factions of the 
MIC. The little bit of deviance a newspaper as The Star expressed was effectively checked 
after it was suspended in Operation Lalang in 1987, on the grounds that it provoked ethnic 
tensions. As a consequence, especially after 1987, it was not possible to speak of meaningful 
independent media in Malaysia (Crouch 1992: Zaharom Nain 2002).  
In addition to these attempts to contain the potential threats of the traditional rulers and 
the media, the executive branch of the government launched an attack against the 
independence of the judiciary in 1987-88. Prior to this “campaign”, several lawsuits had 
successfully been brought against the powers that be. The rulings in the Asian Wall Street 
Journal, Aliran, and Papan cases all went against the government165 (Khoo Boo Teik, 1995, 
287-9). Although these cases hardly concerned major policy issues, they all presented a defeat 
for the ruling powers, something frowned upon by Mahathir. More was at stake in the lawsuit 
Lim Kit Siang, leader of the DAP, brought against United Engineers Malaysia (UEM). The 
lawsuit was about the so-called North-South Highway Scandal, in which the contract for 
building and exploiting the North-South Highway was awarded to UEM despite the fact that it 
was an insolvent company, had no experience in such ventures, and was not the lowest bidder. 
In awarding the contract, UEM was guaranteed a toll collection of $2 billion from 1997 
onwards (although projections were about $800 million), which meant that the government 
was to pay the difference in case that target would not be met. All kinds of other guarantees, 
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 The Papan case was about the construction of a radioactive dump site near Papan a small town in Perak. 
Local residents were not consulted about the construction of the dump and began to carry out a series of protests, 
backed by NGO’s. The Asian Wall Street Journal case was brought against the Ministry of Home Affairs by 
correspondent John Bertelsen, after the Immigration Department revoked the latter’s work permit in reaction to 
critical articles about various financial scandals.  The Aliran case was about press freedom as well. Aliran, a non-
governmental pro-democratic organisation, wanted to publish a monthly magazine, but had its application for a 
permit rejected. Aliran’s appeal against the rejection was allowed by the High Court on 2 September 1987.  
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cheap credits and tax exemptions were provided in addition, rendering the costs of the project 
to be more than $31 billion to the government and $62 billion to Malaysia in general, 
according to Lim Kit Siang (Lim Kit Siang 1987a). An even more controversial detail of the 
deal was that UEM was directly owned by Hatibudi, an investment arm of UMNO for which 
Mahathir, Daim, Ghaffar Baba, and Minister of Agriculture Sanusi Junid functioned as 
trustees (Jomo K.S. 1995, 45-47). The awarding of the privatisation contract to UEM thus 
directly benefited UMNO, amounting to a clear conflict of interest. Moreover, the fact that 
Mahathir and other Cabinet members were trustees of Hatibudi meant that in the lawsuit 
against UEM he and other members of the government were challenged in court about alleged 
corruption and conflict of interest. The initial ruling in this lawsuit, filed by Lim Kit Siang, 
went against the UMNO officials166.  
This trend, or so it was in the eyes of Mahathir, of the judiciary overturning decisions 
made by the government provoked the executive’s resentment against the judiciary.  This 
became clear in 1987, when Mahathir began to bring up the issue of the separation of powers 
between the executive and the judiciary. In Mahathir’s view, a judiciary that was so keen on 
establishing its independence that it ‘automatically’ ruled against the government was not 
independent at all. Moreover, in doing so it will take away the power to develop the law from 
the executive and hand it over to itself. Mahathir argued that, in the Aliran and Asian Wall 
Street Journal cases, “the judiciary (was) interfering with the functions of the executive” 
(Asiaweek, October 16, 1987). In other words, according to Mahathir, it was the judiciary 
who had been attacking the separation of powers, and the government, confronted with a 
judiciary that reinterprets and revokes its decisions, “will have to find a way of producing a 
law that will have to be interpreted according to (its) wish” (Time, 24 November 1986). The 
issue of the judiciary was all the more urgent for the government because of the lawsuit filed 
by the so-called UMNO-11, who had challenged the party elections of 1987 in court. As 
noted, this case led to the dissolving of UMNO in the ruling of February 4, 1988, on the 
grounds that UMNO had proven to be an illegal party. This verdict did not satisfy the 
UMNO-11, who took the case to the Supreme Court, calling for reviving of UMNO. The 
Supreme Court would hear the appeal on 13 June 1988. As a sign that did not bode well for 
Mahathir, the Supreme Court’s lord president Tun Salleh Abas scheduled an unusual full 
bench of 9 judges to hear the case, which prevented discrete negotiation and arrangement of a 
quorum sympathetic to Mahathir beforehand (Case 1996, 202). In response, before the appeal 
was heard, Lord President Tun Salleh Abas was suspended on grounds of ‘gross 
misbehaviour’ and an impeachment trial against him was set in motion. A tribunal 
investigating the charges against him was headed by Tun Salleh’s successor, were he to be 
dismissed, instilling little hope for a positive outcome. When five judges of the Supreme 
Court subsequently granted a stay order against the special impeachment tribunal, they were 
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suspended too. Salleh was dismissed from office, starting from 8 August 1988, one day before 
the postponed UMNO-11 hearing was heard (and dismissed) in the Supreme Court (Khoo 
Boo Teik 1995 291-3: Khoo Boo Teik 1997). After this affair, the (illusion of) independence 
of the judiciary had effectively been broken, making this triumph over the judiciary the 
culmination of Mahathir’s authoritarianism.   
The Rise of Money Politics 
As noted, among the immediate reasons for the attack on the judiciary were the Lim Kit 
Siang-UEM case, and the Asian Wall Street Journal case. Both cases involved in some way 
allegations of corruption and cronyism to the government. In fact, such allegations were 
widespread at the time. In spite of the rhetoric when Mahathir assumed office in 1981, 
corruption and cronyism became more serious issues in the 1980s167. The early years of 
Mahathir’s rule were characterised by a series of financial scandals, of which the Bank 
Bumiputra168 scandal was among the biggest. Mahathir was widely accused of favouritism 
towards certain big businessmen, especially after Razaleigh was replaced by Daim Zanuddin 
as Finance Minister in 1984. Although, as Crouch notes, “the distribution of favours to 
businessmen was not, of course, Mahathir’s invention” (Crouch 1992, 30) criticism about 
such practices was mounting at the time.  
Patronage politics had been an important aspect of the Malaysian political scene ever 
since independence, but in the first decades, it had been checked by the small size of the 
government. With the expansion of the government’s expenditure and role in the economy 
because of the NEP in the 1970s, opportunities for patronage politics increased dramatically. 
Both control over the private sector and the state’s active participation grew rapidly, and this 
allowed the scope for patronage distribution to grow, for example through the provision of 
licenses, credit, contracts and employment opportunities. Also, at a lower level, programs of 
building low-cost housing for the poor, applications for land titles, and support for the rural 
poor were often mainly directed to supporters of UMNO or the other Barisan parties (Crouch 
1992, 27-8). It was in this period also that UMNO began to become directly involved in 
business. In 1972, UMNO Treasurer Razaleigh incorporated Fleet Holdings, the first business 
venture directly linked to UMNO. Fleet Holdings, through its various subsidiaries, was to 
become the main UMNO investment holding company during the 1970s.  
The growing importance of patronage politics was a trend that continued in the 1980s. 
However, there were some significant new developments under Mahathir’s rule, which 
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 Notions of ‘clean government’ were widely publicised, and as more tangible (though probably less 
meaningful) measures, compulsory nametags and time-clocks were introduced for government employees.   
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 The government owned Bank Bumiputra, Malaysia’s largest banking group at the time, ran into trouble when 
its Hong Kong-based subsidiary ‘Bumiputra Malaysia Finance’ incurred heavy losses, allegedly because of 
mismanaged speculative activities. Eventually, Petronas had to bail out the bank, taking control in 1984. It 
pumped in more than RM2 billion, paying 1 billion and taking over 1.25 billion of BMF-related loans. The 
scandal was politically sensitive because for one, PNB had a major stake in the Bank Bumiputra, and because it 
implicated senior members of Mahathir’s government (Gomez and Jomo 1999, 38-9).  
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contributed to the mounting criticism about money politics, ultimately leading to Razaleigh’s 
challenge in the 1987 party elections. First of all, the context of operations changed notably. 
Public expenditure had steadily increased over the 1970s, accelerating even in the early 
1980s. In such a context, ‘everyone’ benefited from patronage, so that the system did not 
invoke serious opposition, except from some idealistic mavericks perhaps. The economic 
crisis of 1985 and 1986 meant that the cake suddenly contracted, however. The government 
had fewer resources to distribute, and therefore it became more important to stand in front of 
the line during hand-outs. In addition, because of the crisis the financial difficulties of Malay 
and government businesses, and hence their dependence on easy credit, became more 
pronounced.  Finally, the economic crisis was, to many observers, a consequence of the 
financial mismanagement of the Mahathir administration. In other words, many people 
suddenly felt the costs of the system, as they blamed patronage and cronyism for the 
depressed business environment. On the other hand, just at a time when they needed the 
benefits of the system most, their access to patronage had been reduced. These circumstances 
pushed the losers to criticise the government’s policies.  
A second development in the way patronage politics was conducted has to do with 
Mahathir’s efforts to concentrate power in his own hands. In this process, patronage was both 
a prize and an instrument. It could be argued that power was sought because of the financial 
benefits it brought, but the reverse was at least equally true; the ability to distribute perks 
began to determine political control (Gomez 1994, 12). Under Mahathir’s guidance, UMNO’s 
corporate involvement began to more and more follow the behaviour of a conglomerate. In 
addition to Fleet Group, Hatibudi, under the direct trusteeship of UMNO’s top leadership, and 
Koperasi Usaha Bersatu Berhad became important UMNO-related investment companies. In 
1987, UMNO was said to control a business empire at least worth $1 billion. It consisted of 
banks, a finance company, hotels, newspapers, a TV station, property and ventures in 
manufacturing, trading and mining (Asiaweek May 3 1987, 16).  
The outwardly stated aim of these businesses was twofold. One reason, ironically, was 
to maintain independence as a political party (Drabble 2000, 200). In the words of Mahathir, 
“we have two choices: either we continuously beg for money, in which case we will be 
obliged to people; or we have or own source of income, which means engaging in business” 
(Asiaweek November 20 1987, 28). The frankness about the increasingly interconnected 
nature of business and politics has at sometimes been remarkable. In the case of the 
privatisation of the North-South highway to an UMNO company, Mahathir justified this 
decision on the grounds that the party needed funds to pay off the costs of building its 
massive new RM360 million party headquarters complex (The Star, 19 August 1987). A 
second reason was to safeguard the interests of the community in a highly politicised business 
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context169. It would be safe to say, however, that its business involvements served primarily to 
increase UMNO’s political patronage. Moreover, a ruling party monopoly in the media sector 
emerged, tightening UMNO’s grip on political processes further (Drabble 2000, 200; In-Won 
Hwang 2003, 121-2; Gomez 1990).  
However, the most dangerous opposition to Mahathir’s rule came from within UMNO, 
rather than from outside. Mahathir’s position upon becoming Prime Minister had not been 
that strong, with the threat of Razaleigh present from the beginning. In fact, “it was widely 
believed that Mahathir was not strong enough to dominate the ruling party when he took over 
power in 1981”. Mahathir had been recommended to his predecessor Hussein Onn as 
candidate for the UMNO Vice-Presidency by Razaleigh, and only because Razaleigh himself 
was considered too young for the post (In-Won Hwang 2003, 128). When becoming UMNO 
president in 1981, it was with—to some extent even thanks to—the support of Razaleigh, who 
claimed they had an agreement about the number two position. For Mahathir not to be held 
captive by Razaleigh, who commanded a strong base within UMNO, he needed to expand his 
own network of support.  
The developments in the corporate involvement of UMNO in the 1980s should be seen 
in this light. With Razaleigh still functioning as UMNO treasurer and having a large share of 
followers in UMNO, Mahathir sought to transfer control away from the formal infrastructure 
unto UMNO’s top leadership personally, and build his own network of support. The first of 
the beneficiaries of this process were a group of younger supporters, such as former ABIM 
members, who had been appointed in important bureaucratic and UMNO positions. In the 
sphere of money politics, another ‘new’ group of recipients emerged, consisting of people 
who had not made their careers through the party or bureaucracy, but in business (Daim being 
a major example). Patronage was not new to these people, as their business empires most 
often rested on contacts with the government, but the new thing was that patronage 
increasingly concentrated onto a few people who had made their wealth in business and were 
personally connected to Mahathir rather than to the UMNO party structure. This way, a 
system of patronage politics gradually turned into a system of cronyism170.  
This new style of patronage politics both increased the discretionary powers of 
Mahathir and his allies, and eroded the power base of political rivals. The development of 
business empires of Barisan parties, and UMNO in particular, meant increasing control over 
the private sector through more direct and informal ways; in this sense, it fits the insiderism 
pattern as well. Where control over the private sector before went through the bureaucracy 
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  This argument also induced other Barisan parties to set up business venture. Safeguarding the Chinese 
community’s interest, in a context of stringent regulation and economic recession, was the explicitly stated 
raison d’être behind Multi-Purpose Holdings, the investment arm of the MCA. Behind that veneer, patronage 
and personal enrichment played an important role. Tan Koon Swan, the founder of MPH, was arrested in 
Singapore and charged on several accounts of criminal breach of trust in 1985. Evidence came out that he had 
used MPH funds for personal purposes, effectively ending the MPH experiment. 
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 Although the distinctive line between the two is of course always rather blurred.  
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(the distribution of licenses, credits etc.), now business was tied to the UMNO top personally. 
This meant that the UMNO officials’ power over the business sector was no longer checked 
by other elements of bureaucracy or Parliament. Furthermore, Mahathir’s network of support 
within UMNO consisted, as indicated, of businessmen and the younger generation; the career 
UMNO bureaucrats were bypassed. All this came on top of a situation in which the power of 
bureaucracy and politics over the economy was already being hollowed out by deregulation. 
Moreover, as stated, UMNO’s involvement in business secured its independence from 
donators. All these developments meant that the UMNO leadership’s power over the economy 
went increasingly unchecked.  
The reforms of the 1980s can be interpreted from this angle as well. Hamayotsu 
(2004), for example, argues convincingly that Islamisation ought to be seen in the light of 
creating avenues towards dispensing patronage. Even more obviously, privatisation and 
deregulation were not the measures to promote market-efficiency the World Bank took them 
for, but were means to break the power of the bureaucracy and serve the interest of supporters 
of the UMNO top. It has been noted that while privatisation impeded political influence over 
the economy, “a substantial segment of corporate stock had been captured and controlled by 
an elite few in UMNO, either in their personal capacities or through proxies; this allowed 
them privileged and continued access to patronage, thereby reinforcing their position in the 
party” (Gomez 1994, 15). The many cases of alleged corruption and cronyism in the 1980s 
can be seen of a radicalisation and more direct approach to the kind of politics that had been 
followed all along: privatisation in many cases amounted to nothing more than handouts to 
supporters. Opposition politicians and critical academics perceived this kind of policy as 
“give-aways to…cronies under the guise of privatization", suggesting that, in the words of 
Opposition Leader Lim Kit Siang speaking about the North-South Highway privatisation 
contract, the word "piratisation" was in fact more to the point (Lim Kit Siang 1987b). In more 
analytical terms, Gomez and Jomo (1999) described the economic system of Malaysia as 
characterised by rent-seeking, although not necessarily (entirely) unproductive171. Gomez’ 
work in particular has been devoted to untangling the web of business networks and deals of 
the UMNO leadership (Gomez 1990; Gomez 1994; Gomez and Jomo 1999). Privatisation, the 
definition of which includes such partial or wholesale divestiture and sub-contracting of 
public works to private companies, was characterised by shady selection procedures. In many 
cases, it was policy to award contracts to the person who had come up with the idea for a 
particular privatisation project. Open tenders were not the rule; on the contrary, the 
amendments to the Official Secrets Act of 1986 made bidding procedures official secrets until 
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 This last element is needed to explain why Malaysia, in spite of the widespread patronage and rent-seeking, is 
still a successful developing economy. The argument is that rent-seeking activities may have transaction costs 
that indirectly facilitate productivity gains. In addition, the availability of rents may have contributed to capital 
accumulation, although it can be shown that these “rents could have been better deployed to accelerate growth 
and to generate productivity gains” (Gomez and Jomo, 1999, 8).   
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even after the contract had been awarded. It is clear that many of the privatisation projects 
went to close associates of Mahathir and Daim, however.  
The Bakun hydroelectric dam project in Sarawak, for example, went to a company 
called Ekran Berhad, which was controlled by Ting Pek Khiing, a close associate of Mahathir 
and Daim. The previously mentioned North-South highway project, awarded to UEM, was 
another example. In spite of this controversy, UEM got many more contracts. It was awarded 
the contract for the design and construction of the National Sports Complex, and for the 
second causeway between Malaysia and Singapore—again without an open bidding. State-
conducted lotteries proved popular projects for privatisation, although it was not very clear 
what such undertakings had to do with economic goals like improving efficiency and 
restoring macro-economic fundamentals. Big Sweep Lottery was privatised to a company 
owned by Ananda Krishnan, a close associate of Mahathir, while Sports Toto was sold at a 
very low price and without any prior public announcement of its availability to a company 
owned by Vincent Tan, who was close to Daim, and Tunku Abdullah, being close to 
Mahathir. In 1987, another major infrastructural project, the Jalan Kuching/Jalan Kepong 
interchange, was awarded to Seri Angkasa Sdn Bhd. This company was indirectly owned for 
35% by Daim Zainuddin’s brother, Wahab, and Hassan Abas, a former colleague of Daim 
(Jomo 1995, 45-47; Gomez 1994, 17-18).  
All these examples point out that promoting market efficiency and restoring fiscal 
stability seemed to have little to do with the privatisation projects. Questions could be asked 
about the economic rationality of privatisation in itself, and over the way it was conducted. 
According to critics, the idea that SOE’s were less efficient than private enterprises has not 
been supported by the facts. Differences in relative efficiency are to a large extent industry 
specific, dependent on market structures; compared on a like-with-like basis, many SOE’s 
were as efficient as their private counterparts. In addition, it could be argued that they should 
be evaluated on social criteria as well (Rugayah Mohamed 1995). Even more serious critique 
concerns the way in which privatisation was handled. Since it tended to be the profitable 
companies and projects that were privatised, the policy was not helpful in reducing the 
financial burden on the government. Moreover, the shady selection procedures did little to 
improve efficiency and “stimulate private entrepreneurship and investment” (Guidelines on 
Privatization, Economic Planning Unit 1985) by reducing the state involvement in industry, 
but were more likely to increase rent-seeking (Carlos Salazar 2004). According to some 
critics, the ‘ersatz capitalism’ emerging through these policies offered no basis for genuine 
development and technological improvement. Capitalists in Malaysia became busier amassing 
wealth based upon personal contacts and patronage, expanding for the sake of expansion, and 
building family-based business empires, than with creating efficient, high-technology 
industries (Yoshihara Kunio 1988). Finally, the alternative argument that privatisation was 
primarily inspired by the NEP objective to create a modern Malay entrepreneurial class seems 
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to be difficult to reconcile with the fact that among the beneficiaries were Chinese and Indian 
tycoons, and Malay royalty172. For these reasons, the interpretation that privatisation should 
first- and foremost be seen as a form of money politics seems more to the point. It supported 
the concentration of political and economic power in the hands of the UMNO elite. 
Simultaneously, by reducing the possibilities for patronage at lower levels of the bureaucracy, 
it eroded the power base of potential opponents.  
A Clash of Patronage Networks 
The creeping concentration of control over resources and political power was not uncontested, 
of course. There were attempts to stop this trend by the opposition parties and civil society, 
for example through the kind of legal challenges like the Lim Kit Siang-UEM case, or the 
Aliran or Papan-cases. However, both because of the increasingly informal character of 
control and because of the erosion of independence of the judiciary and the media, 
possibilities for this kind of action became more and more limited. In this sense, organisations 
like the DAP or Aliran were fighting a lost battle. The most serious contest therefore came 
from within UMNO, in the form of the challenge posed by Razaleigh. This challenge is 
“widely believed (to be) little more than a fight over an economic pie between rival patronage 
networks and factions” (Khoo Kay Jin 1992, 46173), in which “ideological and policy 
differences seem to have played almost no part” (Crouch 1992, 30). As Shamsul argued, 
“both camps, in essence, did not really differ in their overall philosophy, policy and approach 
to many important national issues” (Shamsul, A.B. 1988, 179). Differences in policy could 
more readily be reduced to differences in the power base of the adversaries. Mahathir’s 
network consisted of the successful large Malay capitalists, who most often had founded their 
empires on state sponsorship and political patronage, but were less dependent on it now. 
Among this group, people increasingly felt that state involvement was an undesirable 
distortion of the market and an obstruction to growth, which was a serious problem now that 
the economy was in recession. They sought a reduction of restrictive regulations, and the 
transfer of state enterprises to the private sector, their own companies first of course. The so-
called changes in economic policy, such as deregulation and privatisation, should be seen in 
this light; Mahathir simply continued to act in the interest of his supporters.  
On the other hand, the patronage network of the Razaleigh team consisted more of 
public sector managers and another category of Malay capitalists; small and medium 
capitalists, like contractors. This larger group was highly dependent upon state and political 
patronage for their very survival. They were the ones that stood to lose by the favouritism the 
government allegedly displayed in privatisation, and the deregulation, which would expose 
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 In fact, Chinese tycoons in the 1980s and 1990s moved away from the MCA, and began cultivating personal 
links with UMNO leadership (Heng Pek Koon 1998, 74); a notorious example is Vincent Tan Chee Yioun, who 
obtained a majority stake in the Sports Toto when it was privatised.  
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them to competition. For that reason they were more active in UMNO, and they could be 
heard complaining about patronage abuses and privatisation to allegedly favoured persons. 
The talk about addressing the dependency of Bumiputera, and the creation of the Melayu Baru 
who should be able to stand up on his own feet without state support, was perceived as a 
disguised attack against small and medium Malay entrepreneurs, in favour of the large 
capitalists. They, instead, had more to gain by relentlessly pursuing the equity objective than 
by prioritising the growth objective. The UMNO elections offered a possibility for this group 
to defend their position and the status quo, and attack the competing faction that was 
associated with big business. To them, patronage had been accepted as a policy, but the 
narrowing of patronage associated with Mahathir, was negatively assessed as cronyism174 
(Khoo Kay Jin 1992). In the face of the increasing concentration of power and patronage in 
the hands of Mahathir and Daim, the issues of party democracy and the openness of decision-
making were added to their complaints. 
Given the rise of money politics and the centralisation of control, however, it was a 
very hard fight for the Razaleigh-Musa team. Not that Razaleigh and Musa themselves were 
likely to be wary of such practices, although in the eyes of some, Razaleigh at least probably 
would have been a more democratic leader. The problem was that with big business, 
bumiputera and non-bumiputera alike, supporting Mahathir, Team B to an extent simply 
lacked the resources to compete with them. This problem aggravated considerably after the 
loss of the Razaleigh-Musa team in the UMNO elections. Although they obtained 48.55% of 
the votes, the influence of Team B members in UMNO decreased rapidly after the elections. 
Mahathir started to purge the party top and administration of dissidents, thus taking away 
their access to patronage. Team B supporters were confronted with the withdrawal of loans by 
state-owned banks, of scholarships, business licenses and other perks, as well as with 
corruption investigations to target, especially in Johor, Musa’s home state (Case 1996). After 
the dissolving of UMNO and the creation of the Mahathir-loyalist UMNO Baru, the influence 
of Team B supporters declined to a minimum.  
Together with this loss of influence, support for Razaleigh was dwindling, ultimately 
leading to the defeat of Semangat ’46 in the federal elections of 1990. The limited access to 
patronage was probably a major reason for the poor showing in these elections. However, it 
was complemented by another factor, which could be called the other face of insiderism. 
Insiderism and corporatism in the Malaysian context mean that conflicts and decisions tend to 
be kept inside the party, government or ruling elite rather than being fought out in the open. 
The implication of such a process, however, is that when one is ‘out’, one is genuinely out. To 
place oneself outside the consultation process, by taking dissent into the open, is not approved 
of. Persistent outsiders are portrayed as anti-social, non-constructive (Hilley 2001, 242); “in 
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personal character of power and patronage politics, summarized by In-Won Hwang (2003) as “personalized 
politics”.   
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Malaysia, to be on the outside is to be not only oppositional, but dysfunctional” (Hilley 2001, 
13). Especially when Mahathir, due to the economic successes of the late 1980s, became 
capable of arguing that his economic policy had been in the interest of the development of the 
country, the critique of being non-constructive bit. Eventually, Razaleigh felt that he was left 
no choice but to return to UMNO. 
B. THE POLITICAL ECONOMY OF EMBEDDING  
We have seen how the history of Malaysia in the 1980s and 1990s can be seen as a continuous 
process of concentration of power in the hands of Mahathir. The question we seek to address 
is which role embeddedness has played in this process. In order to answer that question, we 
need to trace the emergence of embedded developmentalism and confront it from the point of 
view of who gained most by such change of culture from ethnic Malay towards cosmopolitan, 
economically oriented Malaysian.  
The Motivations behind Embedded Developmentalism 
The rewriting of history that is behind the emergence of developmentalism can be seen to 
have occurred out of a desire to create consistent histories logically leading up to actions 
preferred in the present. Thus, the interpretations of Malaysian economic policy as put forth 
by authors associated with the World Bank can be seen as instrumental in promoting the 
agenda of liberalisation, privatisation and good governance elsewhere.  
Similarly, the story of embedded developmentalism can be linked to the interests of 
the powerful in Malaysia, Prime Minister Mahathir in particular. This argument has two 
aspects. First, the content of the culture in which Malaysian society was embedded served 
Mahathir’s interest. Secondly, embeddedness itself served Mahathir’s interest.  
Direct Effects 
The first point is to some extent rather obvious. Ideas like Asian Values, Asian Democracy or 
Islamic Values functioned as means to restrict mass political participation. Appeals to a 
traditional tendency to authoritarianism, or to a preference for consensus above conflict 
served to restrict potential political opposition. In Won-Hwang speaks of a “rhetoric of de-
politicization” in this respect (In Won-Hwang 2003, 212). Moreover, the ‘Asian Democracy’ 
theme meant that individual human rights, at least in their western interpretation, were to be 
limited. In this view, “’basic rights’ and ‘freedom from oppression’ are themselves a form of 
oppression—the oppression of the majority by the minority or the individual” (Mahathir 
1986, 102). An unlimited pursuit of freedom would only result in the destruction of all moral 
values; “let the sick and the aged die, let the family’s morals be corrupted, let the economy of 
the country collapse, so long as ‘basic human rights’ are upheld” (Mahathir 1986, 103). Asian 
democracy, based upon consensus and the community, would be better (Mahathir 1994; 
Mahathir 1995). A more authoritarian approach to government would bring about more 
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prosperity and a superior social order, beneficial to the majority; the rights of individual 
dissenters simply had to succumb to that. In this new political regime, “the tolerance level for 
political expression in the Malaysian political system became increasingly limited, despite the 
cultural liberalization of the 1990s” (In Won-Hwang 2003, 210). This turn towards 
authoritarianism, which has been described more extensively in the previous section, was 
legitimised by a culture of superior Asian Values.  
In the international arena, the ‘Asian Values’-theme served to transform the cause for 
emancipation of the Malay into the cause for emancipation of Malaysia, or ‘the South’ or 
Islamic countries in general. The “Look East Policy”, in which Malaysians, and Malays in 
particular, were urged to adopt an Eastern work ethic, had already been a prelude to this, as 
the short-lived “Buy British Last”-policy, Mahathir’s initial boycott of the Commonwealth 
meetings, and the decidedly anti-western tone in various speeches he gave to the UN General 
Assembly, amongst others. Such anti-western sentiments had already been present in The 
Challenge, in which Mahathir argued that the western world, having risen to world 
dominance because of its superior values, now was in crisis because it had abandoned these 
values in favour of immorality (Mahathir 1986, Chapter 4). The “East” provided a better 
model175. In other words, the good values of the East were somewhere present in Malaysia as 
well. The combination of admiration for the achievements of Japan and Korea and anti-
Westernism gave birth to a view that Khoo Boo Teik sketches as “a late twentieth-century 
variant of a historical and even more widespread Asian admiration for Meiji Japan’s victory 
in the Russo-Japanese War of 1904-5” (Khoo Boo Teik 1995, 70). It proved that Asia was 
capable of beating the West. It followed that Asia did not automatically have to follow the 
western-dominated international political institutions anymore, but should stand up for its 
views. The Asian Values theme in this respect is informed by a quest for increased political 
leverage in the international political arena. In this way, it also directly supported the position 
of the Malaysian government. If nowadays many observers denounce the idea of Asian 
Values as simply propaganda, this is what they seem to have in mind.  
Indirect Effects 
More importantly than this direct effect, however, was the indirect impact of the redefinition 
of culture from ethnic Malay towards Malaysian. As has been indicated in the previous 
chapter, the two histories about Malaysia in the 1980s conflicted in their assessment of what 
was necessary and followed logically from the history. Such conflicting demands posed a 
problem for Mahathir if he wanted to secure his position. First, he needed to strengthen the 
economic base of his position. With UMNO being in business in a big way, it also had felt the 
impact of the recession very strongly. Also, since the distribution of UMNO political 
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 The East was not only superior as a model for Malaysia, it also meant that Malaysia was part of that 
superiority. Since Malaysia itself was part of East Asia, “looking East means looking at ourselves too—fostering 
existing good values, getting rid of the ones which we know are not beneficial” (Mahathir 1982b).  
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positions had increasingly been based upon the ability to control patronage, Mahathir had to 
be able to deliver. In a context of decreasing financial means because of the recession, this 
proved increasingly difficult. One of the ways out was to turn to non-Malay businessmen for 
support, who were willing to lend it in return for relaxation of the more stringent regulations 
of the NEP. Such measures were likely to stimulate economic growth as well, since it was 
widely felt that the large role of the Malaysian state and the interventionist distribution 
policies of the NEP were deterring foreign investors. All these factors provided Mahathir with 
an incentive to move towards a more straightforwardly capitalist order, in which ethnic 
considerations played less a role, and to get growth back on track.  
On the other hand, in the political culture of Malaysia in the 1980s, political 
achievement was largely measured in terms of what one had done to strengthen the position of 
the Malays. Mahathir probably went as far as he could when quietly announcing the 
suspension of the NEP and the halting of HCI projects, and moved to consolidate and 
accelerate liberalisation, including privatisation in 1985-86 (Jomo K.S. 1995, 5). The dual 
demands for further Malay emancipation and for efficient, growth-oriented policies that did 
not unduly discriminate against foreign and Chinese investors created a tension between them. 
Up till then, Mahathir had been able to play to both audiences, turning things in his own 
advantage, as “his one-time ultra posture continued to appeal to many nationalist Malays, and 
his evident dynamism and stated commitment to ‘clean, efficient, and trustworthy’ procedures 
in Malay-operated bureaucracy made him tolerable to many in the Chinese community. 
Hence, in order to realise the redistributive and growth policies favoured respectively by these 
communities, Mahathir concentrated state power in the planning and technocratic units of an 
invigorated Prime Minister’s Department” (Case 1996, 157). However, in the context of the 
recession of the mid-80s, the two objectives—being the Malay champion and the efficient, 
growth-oriented planner—became increasingly difficult to reconcile. This problem was 
aggravated by the UMNO leadership crisis of 1987. “As a result of the political challenge 
from UMNO dissidents, regaining Malay support became a priority for the Mahathir 
government. Under these circumstances the government could hardly exhibit greater 
sensitivity to the demands of non-Malay supporters, despite their growing political 
importance. A series of tactical appeasement gestures, before and during the 1990 general 
election, was also implemented in ways that avoided alienating Malay support. The situation 
during 1987-90 was such that the Mahathir government could not afford to appear to be 
making concessions to non-Malays which might incite Malay emotions” (In-Won Hwang 
2003, 210). As we have seen, Mahathir was attacked in the UMNO elections of 1987 and 
subsequently by S’46 in the general elections, exactly on this issue; was he or Razaleigh 
defending the Malays better? In the short-run, Mahathir had little to choice than to take up this 
challenge. As a consequence, “the rival factions were outdoing each other in ethnic heroics, 
with disastrous consequences for the already fragile nation” (Jomo K.S. 1988, 1). As both 
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teams fought hardest for the title of the most Malay nationalist group, this was almost bound 
to bring UMNO into conflict with its Barisan coalition partners. For example, one might 
argue that at least Anwar’s contribution to the heated sentiments (by introducing the 
Promotion-issue) could be related to Mahathir attempts to position his team as defenders of 
Malay nationalism. Razaleigh's camp, on the other hand, was accused of deliberately 
manipulating the November 1 rally to have racial overtones, in order to create a political 
problem for Mahathir. In such a context, economic measures that could be interpreted as 
accommodating to non-Malay interests were simply out of the question. Yet, according to 
potential investors, such measures were considered necessary. Political stability required the 
same.  
The situation made it clear that, in the longer run, contesting Malay opponents on the 
issue of Malayness was not an option for Mahathir. Posing as the Malay ‘ultra’, as he had 
done in the late 1960 and 1970s was perhaps a good strategy to gain a political status, but not 
very beneficial anymore once in power, since such a position came with other demands as 
well. As long as his position rested on the way in which he managed to accommodate the 
demands of delivering growth and bumiputera advancement, Mahathir would remain 
vulnerable to attacks from both sides. This is perhaps most clearly illustrated by the move to 
repression starting with Operation Lalang. It is hard to interpret this turn to force as anything 
else than a sign of weakness; where social-political power does not suffice, physical coercion 
will have to do. The operation was thus proof of the un-sustainability of efforts to ward of 
threats within the current discourse, and the beginning of a more permanent solution towards 
challenges. From that point on, we can witness a process towards a redefinition of politics in 
line with Mahathir’s allegedly strong points; growth under strong leadership. 
Operation Lalang thus proved a turning point in recent Malaysian history. In a climate 
of fear and a temporarily silenced opposition, Mahathir began to gradually dissociate himself 
from ethnic heroics, cultivating a discourse about stability and strong leadership instead. The 
turn to the internal security argument can actually be seen as a first step in positioning himself 
as the authoritative Asian leader, standing above petty communal politicking, and as the 
epitome of stability, order, and progress of the whole nation. After he had taken out several of 
his opponents, Mahathir made it clear that the kind of self-interested, particularistic bickering 
of people like Razaleigh was not his cup of tea; Mahathir was more concerned with the 
welfare and stability of the nation. He dealt with the ‘treachery’ of MCA and Gerakan, thus 
securing UMNO dominance, but in such a way that neither of them could protest without 
being labelled as irresponsible and lacking interest for the country. The episode signalled the 
beginning—or at least acceleration—of a move towards stronger government and a 
centralisation of power in Mahathir’s hands, all in the name of security and progress.  
The interesting aspect of this process is the way in which Mahathir’s authoritarian 
style of government, while having its roots in the period of repression between 1987 and 
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1990, in a few years came to be more or less accepted without having to overtly resort to state 
violence anymore. The key to this development was the ability to turn around the discourse of 
identity and politics. Thus, the, until then, conflicting demands of nationalism and economic 
growth were accommodated. “The mass consumerism which forms part of developmentalism 
has pushed forth a ‘discourse of the individual’ as certain groups of individuals increasingly 
withdraw from the social and public sphere into their private spaces” (Khoo and Loh 2002, 8). 
A discourse was promoted in which ethnicity and culture were limited to the private sphere or 
commercialised, while Malaysia was reinvented as a country with a long, tolerant, multi-
cultural tradition. Meanwhile, this ‘historical’ tolerance towards other races only existed in 
the context of secured Malay dominance in the 1990s, and was inspired by strategic 
considerations. The values promoted by Mahathir were the ideas of a new class of capitalists, 
mainly bumiputera, who Mahathir sought to nurture (Khoo Boo Teik 1995, 71). In addition, 
an illuminating quote by Saifuddin Nasution Ismail, UMNO Youth Secretary in 1998, reveals 
“that is what Wawasan 2020 was about; to turn gestures towards Chinese into win-win 
situations, especially since they would become increasingly important because of emergence 
of PAS as prime opposition force” (In Won Hwang 2004, 258). In a context where the main 
opposition began to come from within one’s ethnic group, reaching out across ethnic divisions 
seems logical. Without ethnicity being the most crucial political issue, securing power became 
less hard for Mahathir. Mahathir, who could argue that the unprecedented economic growth 
was due to the economic management by his administration, was clearly the one to profit 
from the redefinition of politics in terms of achieving economic progress. After all, if that was 
what politics was about, who could have beaten Mahathir in the early 1990s? The redefinition 
of culture thus did not only serve Mahathir directly, through legitimising hierarchy and 
restricting political debate, but it also did so indirectly, accommodating the conflicting 
demands posed by different stories that had almost proved Mahathir’s downfall until 
operation Lalang.  
Benefits of Embeddedness 
Malaysian development in the 1980s-1990s is probably best understood from the perspective 
that “it was obvious that Mahathir’s main concern in the 1990s was to systematically increase 
the centralization of power under his personal control” (In Won-Hwang 2003, 211). In this 
process, inventing certain values or institutions that were in line with the policies and 
political-economic system Mahathir sought to establish, and attaching a sense of anciennity to 
those added a strong degree of legitimacy to the promoted system. Such essentialisation 
effectively put the policies and structures of developmentalism beyond discursive discussion. 
Challenges to the discourse were few and far between, and the critical voices that did still 
exist found themselves increasingly marginalised. Embedding the social structures of 
developmentalism in an Asian culture or Islam put anyone questioning them in the position of 
extremist or traitor to one’s identity. Thus, the characteristic of insiderism is closely linked to 
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essentialism. They made that the social structures of Mahathirism were unreflectively 
reproduced.  
However, in order for embeddedness not to turn against one, Mahathir had to be able 
to control the definition of ‘culture’. Islamisation played a pivotal role in this process. Right 
from the outset, Mahathir had been trying to negotiate the tensions between capitalist 
development and Malay nationalism by having economic modernisation coinciding with the 
promotion of a discourse on capitalist development with Islamic modernity (Hilley 2001, 
256). One reason was perhaps that Mahathir considered Islam to be more compatible with 
capitalist development than other elements of Malay culture, such as the position of the King 
and the Malay language (Mahathir 1970; Mahathir 1986). A more straightforward argument 
to stress Islam at the expense of the other emblems of Malay identity, however, was probably 
that it was more susceptible to management, especially with the increased role of the Prime 
Minister’s department in the interpretation of Islam. In promoting Islam, Mahathir sought to 
embed in what could be controlled. In this way, he managed to portray Malaysia as 
liberalising and moving towards a more fully capitalist economy to foreign investors; to 
Malays, on the other hand, the way in which the economy was developing was in line with 
Malay nationalism, since it stressed a fundamental element of their identity.  
Thus, Mahathir, who still had to turn to physical coercion to remain in power in 1987, 
was able to muster an almost unquestioned authority only a few years later. This turnaround 
in political fortune of course had to do with the economic prosperity starting in the second 
half of the 1980s, but even more so with the fact that the kind of leadership Mahathir 
represented by then had become exactly the kind of leadership expected from a Malaysian 
Prime Minister. Simply achieving growth would not nearly have had that political effect ten 
years before. By now, however, an authoritarian regime, capable of bringing about economic 
prosperity, was legitimised by arguing that such a system was “in the culture”. Mahathir’s 
rule and policies were justified by inclusive, developmentalist nationalism, said to be in line 
with traditional Islamic values and the history of Malaysia as a multi-ethnic, progressive 
nation. Thus, traditions, culture and institutions were manipulated or downright invented to 
back up the dissemination of a new, dominant ideology supporting Mahathir’s rule. 
6.2. The Political Economy of Reception 
Until now we have answered half the question why certain cultural elements were invented, 
manipulated or appropriated as ideology; it gives a motivation the promotion of these 
elements, but leaves yet to explain why such manipulation of the cultural-institutional 
framework has been so successful in Malaysia. In short, the question of reception remains 
unanswered. Why did the notion of Asian Values, especially if one contends that it was little 
more than a legitimation of authoritarianism, found such a resonance? How could, within two 
decades—even a few years—a rival Malaysian identity emerge that is fundamentally different 
from the ethno-nationalism of the 70s and early 80s? Why have political-economic arguments 
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based on a specific conception of historical Malayness and Malaysianness been so gladly 
accepted?  
There are two classes of answers to this question. First, the emergence of embedded 
developmentalism and its acceptance can be related to several political-economic processes 
taking place in Malaysia. Secondly, it can be argued that the stories about embeddedness were 
received so eagerly because they fitted in already present wider stories of Malaysian 
development.   
A. THE EMBEDDED RECEPTION OF DEVELOPMENTALISM  
A first answer to the question about the reception of developmentalism can be distilled from 
the works of Loh, Rahman Embong, Kahn and others. It says that the processes of 
manipulation of cultural-institutional structure, in which politics and economy are said to be 
embedded, themselves are embedded in political-economic processes. In the case of the 
emergence of a developmentalist discourse, two of such processes stand out. The first is the 
emergence of a middle class, whose class interests made it susceptible to the 
commercialisation and privatisation of ethnic culture, and the pursuance before all of 
economic growth (Kessler 1992, 146). In another context, this emergence of a middle class 
could have provided a base for a strong push for democratisation. Although such a process 
has certainly not been entirely absent in Malaysia in the 1990s (which is made clear by the 
Anwar-affair, the Reformasi movement and the elections of 1999), calls for more democracy 
have been, perhaps surprisingly, relatively muted. One might argue that this relative weakness 
of the democratic movement in Malaysia has to do with a successful elimination of the threats 
posed by the new middle class by channelling calls for liberalisation towards the cultural and 
economic sphere (Loh Kok Wah uses the term ‘cultural liberalisation’ for a reason). 
Globalisation: the primacy of economy  
A second process, to which the emergence of developmentalism can be related, is 
globalisation. First, the increasingly global division of labour, and Malaysia’s position in this, 
poses certain limits to what a state can successfully do. A country as dependent on foreign 
investment as Malaysia is, finds it increasingly hard to maintain all kinds of regulations and 
(in the perception of foreign investors) excessive state intervention in the economy. In this 
way, globalisation contributes to a shift from a primacy of politics to a primacy of economics. 
The relaxing of the ICA, especially in regard to foreign investment, in order to promote 
private investment is a case in point. To the Malay public, then, the developmentalist 
Malaysian nationalism had an important function. The change from a defensive nationalism 
stressing the weakness and the need for protection of Malays, towards an aggressive 
nationalism stressing equality, if not superiority, suited the changing economic and political 
realities well. The economic developments in Malaysia amounted a change from the secure 
environment of the domestic, public(-ly backed) sector to the more demanding environment 
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of global market. Such a move would not have gone down well with a society feeling inferior, 
without confidence that it can compete, and (in its perception) depending on the government 
to protect it from the stronger powers out there. Globalisation therefore asks for an aggressive 
rather than a defensive nationalism. Conversely, economic success in turn strengthened the 
conviction that Malays were able to compete.   
Globalisation: realigned networks 
Secondly, globalisation, in the sense of an expansion of networks, leads to a heightened 
importance of higher levels of association at the expense of lower levels. In Malaysia, this 
phenomenon occurs in two ways. In the first place, there is a tendency to move away from 
ethnicity as a major source of identity in public life, towards the Malaysian nationality, and to 
some extent even ‘Asianness’ (Anwar’s The Asian Renaissance) as focal points. In this way, 
globalisation can be related directly to the change in identity and in nationalism from ethnic to 
Malaysian. In a competing and complementary process, the shift to higher levels of 
association takes place not so much surpassing ethnic divisions, but rather along these 
communal lines. One example of increased importance of transnational communal 
associations is the debate about Chinese business networks (kongsi relations) in the late 
1980s, and the use of them by large Chinese enterprises in diversifying abroad as a means to 
escape domestic constraints (Jesudason 1990, 154; Yoshihara Kunio, 52-55). It is suggested 
that the rising importance of kongsi relations was more important in the debate than in 
practice. The heightened awareness of kongsi posed a warning to the government that Chinese 
would be able to ‘vote with their feet’, and persuaded it to relax regulatory measures like the 
ICA (Chin Yee Whah, private conversation). In this sense, it does point at an increased 
association with overseas Chinese. A Malay equivalent of such a process would be the rising 
pre-eminence of Islam as a source of identity. This phenomenon indicates a shift in the 
identity of Malays, from seeing themselves primarily as a member of the Malay community 
towards seeing themselves as a member of the larger Islamic community. The ABIM motto, 
“Islam first, Malay second”, goes to illustrate this (Shamsul A.B 2001). This relation between 
globalisation and Islamic revivalism has been commented upon by others as well: “in the 
East, this tendency toward a more collective definition of religious affiliation has been 
reinforced by globalization, largely because the experience of privatised religions has been 
less acute, and therefore existing religious markets are more likely to provide resources for 
heightening specific cultural identities….Grand narratives are far from extinct in Asia, and 
they comprise a vital resource for legitimating collective religious identities. This suggests 
that the pursuit of modernity in the East does not necessarily lead to a fragmentation of 
religious identities but that rationalization may become a useful tool for the organization of 
religious identities among specific members located strategically around the world” (Lee and 
Ackerman, 1997, 11). The fact that both a trend towards supra-communal nationalism and a 
trend towards supra-national religious affiliations are linked to globalisation indicates that, 
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although material political economic processes underlie the changes in cultural and 
institutional structure, the way in which they do is not predetermined and depends on political 
mechanisms. Thus, in practice one can find sometimes rather paradoxical combinations of the 
changes in identity supported by globalisation. For example, the past decades saw an Islamic 
resurgence taking place in Malaysia, stressing communal identity, which ultimately translated 
in a stress on the moral and spiritual development of the Bangsa Malaysia, which is a concept 
emerging out of Malaysian, ‘supra-communal’ nationalism.  
Reception among Foreign Audiences 
Globalisation also leads to increased interdependence with other parts of the world, which 
meant that inter-cultural tensions came more to the forefront. The ideas of a coming Asian 
century, and the emancipatory character of the Asian Values theme are thus related to it. The 
Asian Values debate also gives some insights behind the question why foreign observers were 
so eager to see institutions and culture at the heart of the Asian economic success of the late 
1980s. The idea that culture was playing an important role in the economic development of 
East Asia had partly been developed among Western intelligentsia rather than in East Asia 
itself (for example; Kahn 1979). In some cases, this concern of Western academics with 
‘Asian Values’ was given in by their critical appraisal of western liberal democracy. In the 
West, it was thought, liberalism had gone too far, eroding core values of family and 
community and leading to widespread crime, drug abuse and other social evils. Pointing at 
supposedly superior Asian Values, supporting communitarianism, authoritarianism and less 
individual freedom, backed their argument for restoring social order by providing a warning 
that if the West would not follow Asia soon, it would fall behind for ever. In the words of 
Anwar Ibrahim, the talk about an Asian Miracle “has given rise to the self-induced fear on the 
part of the West that its civilisation is on the verge of being overwhelmed by a horde of 
marauding Asians” (Anwar Ibrahim 1996, 13). By invoking such a fear, and suggesting that it 
is the consequence of a loss of conservative morals in the West, the Asian Values theme fitted 
in the right-wing resurgence led by Thatcher and Reagan (Khoo Boo Teik 2002, 70). In fact, it 
has even been suggested that Asian Values would better have been called Thatcherite Values 
(Hill 2000, 26).  
On the institutional level, a similar argument can be made. The assertion that 
technocracy, insulation of bureaucracy, rational economic management, pragmatism and 
flexibility formed the core of the East Asian development model (World Bank 1993), backed 
up the neo-liberal, capitalist case for openness and economic liberalism, (semi-) authoritarian 
government without much attention for individual and social human rights. If other countries 
wished to enjoy the same kind of success, they needed to follow similar rightist policies; 
embrace free-market capitalism completely, and be strong enough to repress dissent if such a 
policy leads to poverty and protests among certain groups. This interpretation of East Asian 
development, in combination with the assertion that East Asia provided a model for 
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development, thus was instrumental in disseminating a neo-liberal ideology over the Third 
World. For example, Ranis and Mahmood (1992, 140) argue that “the East Asian experience 
in sum demonstrates that a realistic, pragmatic liberalization effort, resolutely maintained, is 
much superior to the frequently encountered fluctuating policy patterns that alternate between 
periods of doctrinaire interventionism and equally doctrinaire laissez-faire.” That this message 
had more to with ideology than with an analysis of what actually had happened in East Asia is 
made sufficiently clear by several critical authors (Gomez and Jomo 1999; Clad 1989; 
Yoshihara Kunio 1988). Still, it was reproduced eagerly, to a large extent probably because 
the story of the Asian Model was exactly what many people wanted to hear.  
The Embeddedness of Manipulation 
In addition to these forces working in on Malay(sian) institutions and culture, there are some 
reasons why Malay identity has been relatively susceptible to manipulation in general. First of 
all, the fact that Islam constituted part of that identity to some extent opened it up to 
redefinition. Bowen (1995) maintains that “Islamic traditions highlight the importance of text-
based knowledge, and it is always possible for an outsider to demonstrate superior command 
of this knowledge. Ideas of ritual propriety are especially sensitive to external critiques 
because they depend on textual sanctions; arguments from tradition eventually fall in the face 
of arguments from scripture” (Bowen 1995, 1055). As a result, Islam in effect denies the 
existence or at least the justification of existence of distinct localised cultures. It breaks local 
cultures open for changes from outside when these can claim superior ‘Islamicity’176. This 
means that, within Malay identity, religion and tradition can conflict, and that, in such a 
conflict, religion prevails. A Prime Minister controlling the interpretation of Islam, therefore, 
has a powerful tool in hands to redesign Malay identity. This is precisely what occurred in 
Malaysia during the Islamisation campaign. As a result, Malays—good Muslims as they were 
by definition—had no other option but to accept the redefinition of culture because it was 
presented as return to True Islam177.  
Secondly, the political-economic structure of Malaysia, and especially the 
monopolisation of the media by the government, provided the ‘infrastructure’ to disseminate a 
hegemonic ideology and a specific interpretation of history (Zaharom Nain 2002). The 
manipulation of the cultural-institutional structure in which politics and economy were said to 
be embedded, thus found a fertile breeding ground in the material structure of Malaysian 
society and the changes taking place therein, as well as outside it. In this sense, the bed itself 
can be said to be embedded.  
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 This alleged effect of Islam shows surprising similarity to the effect science had in western societies; truth 
became always temporary, always subject to potential revision as a result of reflection from the point of view of 
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 Not coincidentally, political opposition increasingly came from the side of PAS, confronting UMNO 
precisely on arguments from scripture.  
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B. THE EMBEDDED RECEPTION OF EMBEDDEDNESS 
Visions of Development: Capitalist versus Traditionalist Orientalism 
Although it is clear that there has been some material basis for the changes in ideas about 
culture in Malaysia from the side of the Malaysian government, we are still left with the 
question why the described change in embeddedness has been accepted so easily. On a deeper 
level still, it is yet unclear why people have been particularly receptive to the suggestion that 
in Malaysia, politics and economy are embedded in culture in the first place. After all, it is a, 
at first sight, rather paradoxical phenomenon; why does a society that has, for the past three 
decades, been so consciously working on modernisation, economic development and 
progress, stress the continuing influence of its traditional culture so much? To understand this, 
we need to go a little further back in time, and position the discourse change in the late 1980s 
within larger stories about Malaysian development.  
Malay ideas of development—for these are most relevant for the political economic 
decision-making in Malaysia—historically, are to large extent reactions against colonial 
ideology. British colonial rule, in the Malay Peninsula, was greatly expanded and deepened 
during the 19th century. Until then, only the Strait Settlements—Penang, Melaka, and 
Singapore—had been thoroughly controlled by the British. Under the influence of the 
imperialist trend of the day, as well as pressured by economic interests (the Malay Peninsula 
was rich in minerals, especially tin), the British sought to expand their control and pacify the 
whole of the southern peninsula. In this process, the British aimed at maintaining the existing 
monarchies, but appointing Residents to each state, who would take all the important political 
decisions. The British governed through a divide-and-rule strategy. Co-opting the various 
Rajah’s, they disseminated an ideology in which Malay identity was defined as “rural, loyal to 
his ruler, conservative and relaxed to the point of laziness” (Reid 2004, 14). In this colonial 
discourse, ‘inside’ Malay identity was opposed to the ‘outside’ Chinese and Indians, of whom 
especially the former were associated with the negative aspects of rampant capitalism 
(Vickers 2004, 28). By positioning the Malays as insiders178, with a culture of feudalism from 
times immemorial, the British portrayed themselves as the protectors of this true Malay 
culture. The ‘true Malay’ stayed on the land; becoming infected with things like western ideas 
or the harsh world of Chinese capitalism would prove their demise. Colonial government was 
so organised as to ‘follow custom’, something which naturally referred only to a set of alleged 
Malay customs. Meanwhile, Chinese and Indian immigration expanded rapidly in the 19th and 
20th century, to satisfy the need for cheap labour associated with colonial development, but 
they remained outsiders in a land of invented Malay tradition. As a consequence of this 
strategy of co-opting the Malay rulers, Malay resistance against colonial rule was limited. 
Ordinary Malays were firmly subjected to their rulers and ascribed a submissive position on 
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society, by ‘tradition’. The ‘it is tradition’ argument was thus used to keep Malays in their 
stereotyped place. Although the British did take some effort to educate a modest segment of 
Malays, it was stipulated that “it is no real education that qualifies a pupil in reading, writing 
and arithmetic and leaves him with a distaste, or perhaps even a contempt for the honourable 
pursuits of husbandry and handicraft. It will not only be a disaster to, but a violation of the 
whole spirit and traditions of, the Malay race if the result of our vernacular education is to 
lure the whole of the youth from the kampong to the town” (British High Commissioner for 
FMS 1919, quoted in Maaruf 1988, 56). Such arguments could very well be summarised as 
‘keep them dumb and keep them poor’, and proved an effective strategy to check potential 
Malay resistance. The occasional protests that did take place against colonial rule should 
therefore be seen as not so much originating from a Malay nationalism as well as from a 
feeling that the interests of Rulers were at stake. Since the position of the Rulers was defined 
as tradition, the kind of rhetoric used in such disputes followed the traditionalist discourse, 
however; Malays objected because colonial policy violated tradition. For example, when in 
1895 a British move at further centralisation was initiated with the creation of the Federated 
Malay States (Pahang, Perak, Selangor, and Negeri Sembilan), the ensuing protest was 
officially directed against the blurring of separate identities of the states in such a 
construction. In fact, however, the protests were obviously inspired mainly by the erosion of 
ruler’s power because of centralization (Maaruf 1988, 46-48).  
The consequence of this discourse, apart from the prolongation of colonial rule itself, 
was a set of ideas that continue to shape Malaysian politics and society until the day of today. 
First of all, the created opposition between Malays as insiders, by tradition linked to the land 
and country, and Chinese and Indians as outsiders sowed the seeds for the ethnic pluralist 
society of 20th century Malaysia. Second of all, the creation of Malay identity as a feudal 
political one, of which subjection to the Rulers was an indispensable part, would continue to 
dog Malaysian politics, some say until the day of today. Thirdly, and perhaps most 
fundamentally, the opposition between inside and outside fell together with the opposition 
between ‘traditional life’ and modern, capitalist society. As a consequence, a Malay identity 
and culture was invented that was defined as opposed to modernity and capitalism, which was 
more readily associated with the world of the British and Chinese. With such an identity, the 
issue of Malay ‘national development’ automatically invoked all kinds of tensions that needed 
to be negotiated. After all, within the colonial discourse, to develop (economically, politically 
or in terms of education) basically meant to become less Malay. Considering Malay ideas 
about national identity and development from the perspective of such tensions is highly 
illuminating.  
Traditionalist Nationalism: Sweet Slumber 
As indicated, Malay nationalism made itself most clearly felt in reaction to British attempts at 
further centralisation, when such moves harmed the position of the traditional rulers. Such an 
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event took place with the return of the British after World War II. At the time, what would 
later become Malaysia consisted of the Federated Malay States (Pahang, Perak, Selangor, and 
Negeri Sembilan), the Straits Settlements (Melaka, Penang and Singapore), the Unfederated 
Malay States (Kedah, Johore, Kelantan, Trengganu, and Perlis), and the British colonies of 
North Borneo. Now, the British sought to unite the whole southern peninsula by creating the 
Malayan Union, of which Kuala Lumpur would be the capital179, and in which citizenship and 
equal rights would be offered to all Malaysians on a wide basis. The new organisation would 
be headed by a Governor, whose political powers superseded the political roles of the Malay 
rulers and State councils. In effect, the Malay sultans were stripped of all their powers except 
their titles and jurisdiction over Islamic affairs. The new structure provoked widespread 
protests. In reaction to the Malayan Union, Malays organised themselves in UMNO, founded 
by Dato Onn bin Jaafar of Johor. UMNO opposed the Union on the grounds that it eroded the 
powers and status of the Rulers, and resulted in the loss of rights of Malays as a whole. Thus, 
in this first genuine Malay nationalist uprising, the role of the Kings proved the rallying point, 
as Malays felt that the erosion of the Rulers’ powers and status would rob them of a pillar of 
their identity (Lowe 1984, 5) and their position as natives to the land. The British eventually 
backed down, settling for the less-far reaching Federation of Malaya, which would form the 
basis for the later independent state.   
The version of Malay nationalism spilling out in reaction to the Malayan Union would 
in time turn out to be dominant. It sought to apply the Malay political identity to the newly 
founded state, resulting in a “push towards the genealogical ethnic Malay nation” (Loh 2002, 
28). The struggle for the Malay cause, within this ideology, was translated as the struggle to 
organise the state according to the essential elements of Malay identity. The three core ethnic 
identifiers of ‘Malayness’, i.e. Bahasa, Agama, Raja (Language, Religion, Royalty) were 
promoted as pillars of the nation, and of these the issue of Royalty was promoted most. Malay 
identity was defined culturally, and Malay culture was defined in large part politically; being 
Malay meant to be subject to a Raja (Kessler 1992, 136). The first Prime Minister of 
independent Malaya, Tunku Abdul Rahman went as far as arguing that without the protection 
of the Rulers, Malays would “lose whatever semblance of belonging they have in the land of 
their birth” (Tunku Abdul Rahman 1977, 27-28). Malay “faith in God and in their Rulers 
were the only hopes that kept the Malay identity alive”, since such cultural traditions were “an 
integral part of their heritage” (ibid., 209). This ideology reproduced much of the colonial 
discourse; the portrayal of Malays as the insiders ‘in the land of their birth’, the position of the 
Rulers as crucial to this identity, and the need for protection of their identity because of a 
context of aggressive, more powerful other races. In fact, it has been argued that the Tunku 
“moulded, coloured and shaped the nationalist movement into a valuable ally of Malay 
feudalism” (Maaruf 1988, 127). “There was a conscious effort to promote feudal elements in 
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national life. Feudal titles were instituted as national honours. Feudal characters of Malay 
Hikayats were promoted as national heroes, for instance, Hang Tuah. There was an attempt to 
link nationalism with feudal history and cultural heritage. The feudal character of the 
movement was so distinct that we can consider it with justification as an attempt towards the 
feudalisation of the Malays” (ibid, 125)180.    
The kind of nationalism advocated by the Tunku, which Maaruf (1988) calls 
traditionalistic, was characterised by a political and social conservatism. It was in many ways 
a continuation of the colonial social order with its ascribed roles for each of the ‘races’, and 
perhaps even an intensification in some ways. The colonial stereotype of Malays as 
gentlemanly and non-competitive persisted, which made them unfit to enter the modern sector 
of the economy. The lack of Malay economic nationalism of Tunku Abdul Rahman was 
compensated by his strong commitment to political and cultural hegemony; the Education Act 
(1961), which ended state funding for Chinese education beyond the primary level, and 
National Language Bill (1967) illustrate this. Traditionalistic Malay nationalism tried to fix 
contemporary political and social relations by portraying them as ancient and essential parts 
of national identity. Stereotypes about Malayness, and the associated ethnic distribution of 
economic roles, were not addressed by the ‘liberal’ Tunku. Malays, in line with their alleged 
culture, were kept on the land, while the mild import-substitution industrialisation measures 
were to benefit the modern, urban sector dominated by Chinese and Indians. The idea of a 
‘plural society’, a concept introduced in the classic work of J.S. Furnivall Colonial Policy and 
Practice of 1956181 thus was reproduced, even exacerbated. Both in practice and in writing, 
pluralism and communal divisions became part of the paradigm about Malaysian society. 
Thus exhibiting an a priori view of ethnic relations, this kind of work tended to take 
communal divisions as given, rather than questioning them as social cleavages requiring 
critical explanation (Hilley 2001, 23). Both in academic circles and in daily life, the discourse 
of ethnic pluralism was politically and intellectually constructed. The same goes for the 
content of ethnicity. 
Just like traditionalism can be related to the solidification of power of Malay elites and 
the Malays versus other races, the promotion of ethnicity as the main concept through which 
to understand Malaysian society was related to the emergence of a political order of 
consociationalism (Case 1996: In-Won Hwang 2003). The Alliance of UMNO, MCA and 
MIC, later to be broadened as the Barisan, united elites from all races to govern the country, 
creating a high level of political stasis. Such elites had a right to rule, because they did so not 
in their own names, but as representatives from their community. Thus, a legitimating sense 
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 The Hikayat literature and works like the Sejarah Melayu consist of chronicles originating in the Sultanate of 
Melaka. The Hikayat Hang Tua tells the story of a hero who kills his best friend because this friend has revolted 
against their joint Ruler for having mistreated the hero.  
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 Although Furnivall was focusing on Burma and Indonesia, he mentions the Federated Malay States and Fiij 
as prime examples of such a plural society, which has been the outstanding result of colonialism, in his view 
(Furnivall 1956, 305).  
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of participation was created, while elites consolidated their positions. Not only did the 
ethnicist discourse support communal elites, it also managed to disqualify other voices of 
dissent. It is noteworthy that at least until 1998, there has been no meaningful inter-communal 
opposition in Malaysia. Only parties and people who could claim to represent their group had 
a right to speak, which gave UMNO a decisive edge over its rivals182. The problem has 
extended over from politics to speaking in public in general, as “this situation has given rise 
to the multiple voices we hear in Malaysia representing the Malays, the Chinese, the Indians, 
the Kadazans, the Dayaks and so forth; or the Islamic fundamentalists vs. the secularists 
among the Malays; or the Chinese educated vs. the Western-educated amongst the Chinese; 
and so on…Thus I would argue that social science knowledge in Malaysia has been 
ethnicized very much within the framework of the nations of intent I have mentioned” 
(Shamsul 1992, 20). The point that anyone who does not represent a community has no right 
to speak out continues to be relevant today, as an observation of columnist Kam Raslan 
indicates: “which section of Malaysian society could I ever hope to speak for? But these are 
all that have been thrust upon me from above in a country which affects to play the politics of 
the majority. We can only express an opinion when we are certain that we speak for a precise, 
quantifiable group within the Rakyat. Well, I don’t.” (Amir Muhammad, Raslan and Stothard 
1997, xvii).  
 Increasingly, the segregation of society was complemented with Malay political 
hegemony. In the ‘bargain’ UMNO had struck with other community leaders prior to 
independence, Malays were to have the political power in the new state, in return for 
citizenship and the associated rights for the other races. Malay hegemony was translated as 
feudal-like hegemony of the Malay elite; it is noteworthy that it took until 1981 for the first 
Malaysian Prime Minister to arrive that could not boast nobility, only to be challenged by 
Tengku Razaleigh a few years later. For both the position of rulers and the political 
dominance of Malays in the new nation, the suggestion that modern nations “generally claim 
to be the opposite of novel, namely rooted in the remotest antiquity, and the opposite of 
constructed, namely human communities so ‘natural’ as to require no definition other than 
self-assertion” (Hobsbawm, 1983, 14) applies. The history of the Melaka Sultanate, from 
which the Malay nation was alleged to descend, and its literature, were crucial in the 
construction of this image. The Sejarah Melayu (The Malay Annals, originally titled Sulalat 
al-Salatin, or Genealogy of kings) made “Melaka the ultimate measure of all things Melayu” 
(Andaya 2004, 71). The Malaysian government has sought to promote “the Melaka 
kingdom…for the present-day dominant ethnic group in Malaysia (as) the essence of what it 
means to be Melayu” (ibid., 72). The idea of a Malay golden age prior to the colonial period 
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 Such as the IMP in the 1950s, a multiracial party created by Onn bin Jaafar, the founder of UMNO who had 
left the party when his bid to open membership to non-Malays was rejected (In-Won Hwang 2003, 57). It gave 
UMNO an advantage over the PAS as well, for although naturally it appealed mostly to Malays, it was not based 
upon ethnicity either.   
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provided the Malay nation both with a foundation and a potential source of national pride. 
Such images, already actively created by colonialism, were further promoted by the 
leadership of the newly independent state, as it secured Malay dominance over other 
communities, and the dominance of the UMNO variant of nationalism over Malay “nations-
of-intent” less favourable to the Rulers’ positions (Shamsul A.B 1992: Shamsul A.B. 
1998)183. The story of Melaka, the place “where it all began”184, both gave Malaysia a raison 
d’être as a state after the demise of the colonial empire, and functioned as a unifying factor 
for Malays behind their rulers, allowing them political domination. Such attempts to 
legitimise the Malaysian nation by rooting it in an “extraordinary empire (that) rose and fell 
here, its power and dreams suddenly caught off-guard by the dawn of the Colonial Era” 
(Malaysia Tourism Promotion Board), almost automatically excluded groups that could not 
relate to that glorious past. Moreover, in this discourse, the specific social and cultural 
characteristics of the Melaka sultanate served as the blueprint for the new Malay nation, 
legitimising the dominance of Malay elites. As Kessler (1992) remarks about the Malay 
nation, “its charter is to be found in how that paradigmatic historical epoch or experience is 
known: through classical Malay literature, especially the Hikayat literature, notably the 
Sejarah Melayu and the Hikayat Hang Tuah” (Kessler 1992, 146). These classical texts 
“stressed unswerving loyalty to the ruler as the key element of Malay identity” (Reid 2004, 
15). The Sejarah Melayu, for example, paints the ideal feudal relationship: “it has been 
granted by Almighty God that Malay rulers have never put their subjects to shame, and those 
subjects however gravely they offend have never been bound or hanged or humiliated with 
evil words. If any ruler puts a single one of his subjects to shame, that shall be a sign that his 
kingdom will be destroyed”; “it has been granted by the Almighty God that Malay subjects 
have never been disloyal or treacherous to their rulers, even if their rulers behave cruelly or 
unjustly towards them” (Maaruf 1988, 4-5). What is more, the code prohibits critical 
discussion of the relation between ruler and subject: “whosoever reads it, do not discuss it 
with a proper discussion because this Hikayat (historical narrative) is as the Prophet would 
say,…concern yourself with the majesty of God and do no think about the essence of God” 
(ibid.,1).  
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 Shamsul dubs the UMNO nation-of-intent an “administocratic plural society nation”. It advocated continued 
opposition between the races, in which increasing emphasis was laid on Malay hegemony within that structure, 
and was geographically associated with the boundaries of the various states in the Federation. In addition, there 
was the Melayu Raja nation-of-intent; the Malay left, active since before the war, had wanted a unified Malay 
nation consisting of larger parts of the region. It was supported in this demand by President Sukarno of 
Indonesia, who instigated a Konfrontasi policy, accusing Malaya—and certainly the later Malaysia—of being a 
colonial construction, created only to contain socialist and anti-imperialist Indonesia, rather than a nation-state 
(Spaan et al., 2002, 163). Indonesia sought to annex Malaysia, thus creating a genuine Malay nation-state. From 
the ‘right’, finally, UMNO’s pluralist nation-of-intent was challenged by Parti Islam, which sought to create an 
Islamic nation instead (Shamsul 1992, 14; Shamsul 1998, 30).  
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 As it is promoted by the Malaysian Tourism Promotion Board.  
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It is not difficult to see how Malay elites by promoting such notions as constitutive of 
Malay identity strengthened their own position185. In fact, feudal relations have been alleged 
to play a role in Malaysian politics until the day of today, securing the positions of elites. 
Malay state-society relations exhibited in the NEP can be seen as an extension of earlier more 
or less feudal, patronage relations between Ruler and Rakyat. The ruler is supposed to be the 
protector of the Rakyat; in the NEP, the state takes over that role. A more specific example of 
the continuing influence of feudal relations is formed by the rather clear references to such 
notions that were made by Mahathir in the struggle with Razaleigh in 1987, when pointing at 
the importance of loyalty to a leader. In general, however, Dr. Mahathir exhibited a different 
style and type of nationalism.  
Capitalist Nationalism: Get out of Your Lazy Beds186! 
The traditionalistic nationalism portrayed by the Tunku dealt with the opposition between 
Malay identity and modernity created in the colonial discourse by emphasising the former. 
Modernisation and economic development, at odds with the Malay rural, peaceful identity, 
were perhaps not actively but certainly effectively kept away from the Malays. Such a policy 
could be deemed nationalistic, because it gave prominence to Malay culture in the Malaysian 
nation.  
There were other visions about serving the Malay cause, however, emphasising the 
need of Malay development rather than the preservation of an alleged traditional culture. 
Sharing much of the stereotyped images of Malay culture with traditionalistic nationalism, 
such ‘capitalist nationalism’ (Maaruf 1988) nevertheless differed quite strongly in its 
evaluation of Malay culture. In this vision, Malay traditions were not sacred, to be protected 
and promoted, but rather an impediment to development. Capitalist nationalism had its origins 
in colonial times, when small parts of the Malay elites became educated and urbanised. These 
Malays—of which colonial ideology would say that they were not true Malays anymore—
began to look down on the traditional economic sector and the non-capitalistic, traditional 
worldview of the Malays. “As early as the end of the 19th century, these Malays had discussed 
the alleged laziness of their people, echoing the ideology of colonial capitalism”. Thus began 
to emerge a “form of inferiority complex” that led to “an orgy of self-vilification and self-
condemnation” (Maaruf 1988, 62). Read for example the Malay journalist Za’ba in his 
famous article ‘Kemiskinan Orang Melayu’ (1927), claiming that Malays excel only in a 
lifestyle of ease, in the ability to waste our time, in not being bothered by any kind of activity. 
Easy food, easy sleep, easy spending and the indulgence of desires. Such a lifestyle is useless: 
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 In fact, the Malay Annals (Ismail Noor 2002, 69) 
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 Laziness or indolence is other supposed ‘traditional’ attribute of Malays in literature and popular discourse; 
this prejudice has a long history as well. For an excellent and thorough discussion of the origins of the flawed 
idea that Malays would be lazy see Alatas (1977).    
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the lives of animals are more meaningful than this (Za’ba 1927, 45)187. He continues, saying 
that Malays are always placing themselves in the role of dependents and slaves. They have 
never been willing to walk on their own feet without being supported, what’s more to walk 
with any load; they don’t want to walk on their own like people of other races (ibid.). As a 
consequence of this culture, Malays were confronted with “what they perceived as two 
overwhelming facts—they were indigenous with primary claim on the country, and they were 
the weakest group in it” (Reid 2004, 16).  
In contrast with traditionalistic nationalism, which also observed a kind of economic 
segregation between the races, capitalist nationalism viewed such interracial relations not as 
essential givens, but a something to be addressed. Parallel to capitalist ideology on the 
individual level, which sees individual self-interested behaviour as the primal mechanism in 
society, people like Za’ba considered a national (racial) struggle to be crucial. Rather than 
awarding each race its ‘niche’, capitalist nationalism called for Malays to gain what other 
races had as well. Thus presenting the nationalist cause very much as a zero-sum affair, when 
capitalist nationalism became dominant in the later 1960, it increased ethnic tensions, which 
in turn reinvigorated the idea that there was an ethnic problem. A study by Rahman Embong 
(2000) illustrates this. Interviewed informants claim that while the worst episode for ethnic 
relations was around 1969, and to a lesser extent in the 80s, and things have improved since 
then, inter-ethnic relations have not “returned to the free and relaxed atmosphere of yesteryear 
(1940s and 1950s)” when ethnic consciousness was not considered a major issue (Rahman 
Embong 2000, 26). Also, “many Sabah informants acknowledge that ethnicity was not a 
factor during their ‘growing up years’, but it is a hot issue today because it has been used in 
political mobilisation” (ibid., 27). Others (non-bumiputera mostly) directly blame the NEP as 
well for this.  
Apart from advocating competition, another aspect of the capitalist ideology is to 
claim that any situation which an individual or a race finds itself in can be brought back to the 
efforts it had shown to improve its position. Each individual or group making up a race who 
works hard is working for the success and progress of his race, for its rise and prosperity. 
Whatever benefits him or the group will surely benefit the race too (Za’ba 1927, 44)188. 
Malays were lazy and backward, so they could only attribute their weak position within the 
Malayan peninsula to themselves. Since God helps only those who help themselves, Malay 
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 The text reads: “Pendeknya orang-orang Melayu hanyalah menunjukkan pandangan yang buruk dan miskin 
sahaja rupanya pada tiap-tiap cawangan kehidupan. Orang muda-mudanya kebanyakan leka membuang-buang 
masa dengan kesukaan yang sia-sia, lucah dengan menjamu kesedapan syahwat dan hawa nafsu kebinatangan” 
(Za’ba 1927, 45).  
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 “Pada pihak benih dan kebolehan yang tersimpan dalam tabiat kebangsaan mereka itu, adalah mereka 
mempunyai sifat-sifat kelebihan otak dan ketinggian perangai yang tersebut itu sama (tiada kurang) seperti yang 
dipunyai oleh Orang-Orang bangsa lain juga, tetapi bahagian yang telah tumbuh dan zahir keluar daripada 
kebolehannya yang tersimpan ini pada hitungan jumlahnya masih tersangatlah miskinnya (sangat kurang sangat 
sedikit) lagi hendak tahan dibandingkan dengan keadaan yang kita dapati pada lain-lain bangsa yang maju dan 
mewah makmur dalam negeri ini” (Za’ba 1927, 44) 
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poverty had to be a consequence of Malay indolence. Success is linked with hard work, 
individually and on a racial level.  
It followed that reform was necessary, especially addressing the feudal structures that 
impeded Malay progress. However, within the colonial discourse, calling for a change in 
behaviour among Malays and an abolition of feudal structures of government amounted to the 
eradication of Malayness. There are two answers to this problem within capitalist nationalism. 
First of all, Malay identity in the discourse seemed a much more primordial than cultural 
affair, as it was in traditionalistic nationalism. Whereas for the Tunku, a Malay was someone 
following traditional Malay behaviour, in this vision one was and remained a Malay by birth, 
regardless of how westernised one’s behaviour. Secondly, reformists like Syed Sheikh Alhady 
and Za’ba did not do away with all Malay identity markers: they developed a ‘capitalist 
Islam’, stressing moderation, rejecting both other-worldly asceticism and the indolence and 
self-indulgence of the feudal rulers189. Islam was portrayed as being about equality of man, 
brotherhood, education, rationality etcetera; important, modern values. In this way, calls for 
reform were rewrapped as restoration of the true teachings of the Prophet. In the eyes of 
Za’ba, the Malay version of Islam has changed significantly in character from the pure 
teachings of Prophet Muhammad (Za’ba 1927, 45). The pure teachings are progressive, 
whereas the current Malay interpretation is not. Modernising reform and going back to Islam 
were then one and the same. 
Developmentalist Nationalism: Mahathir’s Vision  
There is much in Mahathir’s thinking that corresponds with the line of thought developed by 
reformists like Syed Sheikh Alhady and Za’ba. Mahathir certainly cannot be called a liberal 
conservative in the sense of Tunku Abdul Rahman. Rather than trying to adapt the game to an 
alleged Malay culture, as had been attempted in the push for a traditionally Malay nation, he 
sought to adapt the Malay to the game. The game, without any doubt, was capitalism; Malays 
needed to be reformed in order to be able to compete in a capitalist setting. The heavy 
government intervention of the NEP should be seen as an effort to create such new Malays, 
entrepreneurial, hard-working, and innovative. 
Although Mahathir certainly made use of traditionalism when such references were 
advantageous—some of the arguments used in the clash with Razaleigh for example—he did 
not seem to view Malay traditions as very positive. The rantings in The Malay Dilemma about 
the Malay’s traditional apathy, irrationality and focus on form rather than substance (Mahathir 
1970, 57; Chapter 9) strike a strong semblance with the words of Za’ba in 1927. One 
important difference, though, is the assessment of the “feudalist inclination” of Malays. 
Whereas Za’ba condemned the ‘dependency’ and ‘slavishness’ of Malays (Za’ba 1927), 
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 One could argue that a difference between traditionalistic and capitalistic nationalism in this respect was the 
fact that, in the traditionalistic discourse, one was Malay because one was Muslim, speaking Melayu and subject 
to a Raja. In the capitalist thinking, things were turned around; one was Muslim, because one was Malay. Thus, 
Islam became a primordial characteristic.   
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Mahathir seems to think this is only a problem because of the fact that the current set of 
hereditary rulers are not particularly worthy of obedience. A hierarchical system is beneficial 
in itself, though. “People who accept that a society must have people of varying degrees of 
authority and rights easily make a stable society and nation. A revolution in such a society is 
unusual unless led from above. A feudal society is therefore not necessarily a dormant or 
retrogressive society. It can be a dynamic society if there is dynamism at the top. But when 
the top fails, or is preoccupied with its own well-being, the masses become devoid of 
incentive for progress” (Mahathir 1970, 170-1).  
Mahathir sought to lead such a revolution from the top, for the advancement and 
progress of the Malays. In this sense, the Malaysian government in the 1980s exhibited a 
typical, rather mercantilist view of capitalism. Groups or nations were engaged in a fierce 
competition, each under guidance of their governments. Economic success made a nation the 
winner, lack of it meant to be a failure. A government should do everything to push its nation 
up higher in the ranks, seeking economic growth not so much for the sake of growth itself, but 
rather as an emancipatory goal. Having rich Malays is important for Malay pride, self-esteem 
and sense of accomplishment (Maaruf 1988 146-7). Essential to this argument was the idea 
that wealth is always an accomplishment. The ideas about an Eastern Work Ethic, about 
Malaysia’s achievements being attributable to its people having ‘scraped, saved and sweated, 
having done what needed to be done’ (Mahathir 1996a). This line of thought legitimated the 
enrichment of the small group of successful Malay businessmen, while simultaneously 
providing a source of pride for Malaysia as a nation.  
The same emancipatory zeal that had been applied to the cause of the Malays vis-à-vis 
other races, in time came to be applied to the cause of Malaysia versus the world. Vision 2020 
almost reads as a blue print of capitalist nationalism. The goals are clear—to be equal to the 
winners by 2020—the means are clear as well; a great deal of social and mental reform in 
order to create a progressive society capable of reaching the goals. There are no questions 
asked about the moral nature of either goals or means; the issue is emancipation within a 
given system. The same critique that was directed at The Malay Dilemma could also be 
applied to the Vision; “instead of raising more fundamental questions about the shortcomings 
and defects of capitalism and liberalism as development models, it believes that all problems 
can be solved by helping one group of capitalists against others” (Maaruf 1988, 145). In the 
developmentalist discourse of the 1990s, political debate was restricted to the issue of 
delivering economic growth.  
Where Mahathir can be classified as standing in the tradition of capitalist nationalism, 
with a strongly hierarchical emphasis, Razaleigh leans much more towards the traditionalism 
that forms that other dominant undercurrent in Malaysian political economy. In this respect, it 
is significant that Razaleigh found Tunku Abdul Rahman at his side in the power struggle 
with Mahathir. Razaleigh was not the social engineer that Mahathir sought to be. On the 
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contrary, he proposed a less ambitious, less interventionist and more rural-based development 
programme, based on the kind of economy and society Malaysia actually had, rather than on 
the kind of economy and society Malaysia should have. When it was said that “in drawing a 
simple comparison between Mahathir and Razaleigh, one might say that for Mahathir 
‘politics’ is first and foremost, while for Razaleigh ‘economics’ has always been his priority” 
(Mohamad Abdad 1988, 32), this really means Mahathir was less satisfied with the socio-
economic structures in place, and was prepared to employ a lot of state power to turn them 
around.  
This is not to say, however, that there actually was a strong ideological content in the 
struggle about UMNO leadership in 1987. First of all, Mahathir in 1987 was more than 
prepared to at least pose as a traditionalist for political gain, and was more or less forced to 
because of the political discourse of the day. A few years later, however, positioning oneself 
as traditionalist, seeking moderate growth without great social upheaval, was not an option if 
one wanted to maintain political influence. In this context of limited political debate and a 
focus on unity for economic progress, Razaleigh opted to rejoin UMNO. In this sense, both 
parties to a large extent just followed the dominant culture of the time. Mahathir won the 
struggle and did undoubtedly provide a trigger for the emergence of developmentalism; 
Malaysia would probably have looked differently in the early 1990s if Razaleigh had called 
the shots. But, even if one for this reason accedes to the vision that there were strong 
ideological differences between the two teams, these differences were not what the struggle 
was fought out about. In rhetoric, both teams did everything to suppress rather than stress 
such differences as political battles were fought within the discourse, not between discourses. 
Mahathir succumbed to traditionalism because that was what was needed in 1987; Razaleigh 
surrendered to developmentalist insiderism when rejoining UMNO. Second of all, moreover, 
the alleged differences in vision between Razaleigh and Mahathir are perhaps not so much 
ideological as economical in nature. As has been argued, much of the positions of many in the 
power struggle can be brought back to economic and political self-interest. Mahathir, as the 
first Prime Minister not of noble ascent, leaning on a young generation of moderate Islamists 
and big businessmen for support, and with personal friends like Daim having substantial 
economic interests themselves, was bound to sympathize and identify with the cause of 
capitalists in Malaysia. People like Razaleigh and Tunku Abdul Rahman on the other hand, 
could benefit more from reproducing traditional patterns, trusting on the UMNO middle-ranks 
(bureaucrats, rural intelligentsia such as teachers) and on their status as nobility for support.  
Finally, to ascribe one type of nationalism to each of the both parties is taking the 
point too far. It is clear that both nationalisms play a role in Malaysian development, each 
dealing in its own way with the tension between an alleged ‘Malayness’ and development. 
The history of Malaysia of the past decades can be understood to a large extent from the point 
of view of rivalry between these nationalisms. However, rather than classifying Mahathir, for 
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example, completely in one camp, it should be noted that this rivalry is present within his 
thinking itself; the same goes for Razaleigh. In Mahathir’s grand vision, a history of a nation 
is completely identified with the history of capitalism within that nation, making the 
government and its nurtured capitalists the prime actors in history. In this sense, such 
capitalist nationalism, at least in the strongly hierarchical interpretation of Mahathir, has some 
strong similarities with the feudal perception of the world, in which history was determined 
by the feudal rulers (Maaruf 1988, 1). Supposedly traditional values such as deference to 
leaders and informal, consensual, ‘insiderist’ decision-making are also part of the deal, 
underpinning the rather typical state-led capitalism emerging in the later 1980s. Thus, 
Mahathir’s Vision can be seen as a mix of the two capitalisms itself, which could be labelled 
developmentalist nationalism, and is related to the specific interests involved in Mahathir’s 
political position. It takes over the amoral, collective competitive model of capitalist 
nationalism, but tends towards a Malaysian nationalism rather than a Malay one in this 
respect. In addition, in line with capitalist nationalism, it lambastes the ‘sacred’ position of the 
traditional rulers and all other kinds of detrimental values. That is as far as it goes, however. 
Feudal values themselves are not addressed, but rather transposed from the Agong onto the 
Prime Minister. While being opposed to Malay tradition in almost all other cases, the 
importance of tradition is stressed when it comes to deference to authority.   
Embedding as Orientalism 
On an even higher level than the grand stories of traditionalist and capitalist nationalism, ideas 
of embeddedness can be said to reproduce a long line of thought which can be called 
Orientalism. In a book of the same name, Edward Said (1995) argues that in European 
literature, science, and popular myth, the Orient and Orientals as concepts have been created 
as a mirror image to the West. The binary opposition between East and West, or Orient and 
Occident, in which the West always had the upper hand, created a consistent, paradigmatical 
image of the Orient, a ‘region’ that as a conceptual unity existed mainly in the heads and 
books of Europeans, but whose geographical boundaries were considered to lie between 
Morocco and the Eastern shores of Indonesia190. “Orientalism was ultimately a political vision 
of reality whose structure promoted the difference between the familiar (Europe, the West, 
“us”) and the strange (the Orient, the East, “them”). This vision in a sense created and then 
served the two worlds thus conceived….A certain freedom of intercourse was always the 
Westerner’s privilege; because his was the stronger culture, he could penetrate, he could 
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 Said limits himself mainly to discussion of the Near East, arguing that the Orientalism concerned with the Far 
East has been a similar but different phenomenon. However, the intermingled use of the terms the Near East, the 
Arab world and the Islamic world in this respect is, to say the very least, confusing. Much of the analysis, if not 
all, seems to be applicable to Malaysia as well, not because the actual Malaysia is the same as the actual Near 
East, but because former colonies like Malaysia and Egypt were both conceptually exponents of The Orient. This 
is clearly illustrated by the British colonial architecture in Kuala Lumpur (the Railway Station or the Supreme 
Court), presenting an image of what the British considered Islamic, Oriental (and thus Malay) culture to look 
like; something like Arabian Nights.  
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wrestle with, he could give shape and meaning to the great Asiatic mystery, as Disraeli once 
called it.” (Said 1995, 44). This Orientalist discourse reflected the power distribution in the 
world, or as Said argues, it is “fundamentally a political doctrine willed over the Orient 
because the Orient was weaker than the West, which elided the Orient’s difference with its 
weakness” (Said 1995, 204). The consequence of the inequality between West and East in the 
Orientalist discourse, is that the Oriental is always represented, without being given the 
opportunity to present him/herself. The result is not so much that a distorted image of the 
Orient has come about, since “the methodological failures of Orientalism cannot be accounted 
for either by saying that the real Orient is different from Orientalist portraits of it, or by 
saying that since Orientalists are Westerners for the most part, they cannot be expected to 
have an inner sense of what the Orient is all about…On the contrary…‘the Orient’ is itself a 
constituted entity, and that the notion that there are geographical spaces with indigenous, 
radically “different” inhabitants who can be defined on the basis of some religion, culture, or 
racial essence proper to that geographical space is equally a highly debatable idea.” (Said 
1995, 322) ‘The Orient’ is a constructed ‘anti’ of what European society aspired or considered 
itself to be, fitted in a geographical framework; those things ‘we’ are not and do not want to 
be, are Eastern.  This role of the Orient as the opposite of the West made that “Orientalist 
ideas could enter into alliance with general philosophical theories (such as those about the 
history of mankind and civilization) and diffuse world-hypotheses” (Said 1995, 204). This 
way, the Orient not only became the opposite of the West, it also became the model of a 
‘backward’, ‘traditional’ society. Where the West was rational, modern, liberal, progressive 
and strong, the East was mystical, traditional, despotic, static, and weak. Oriental came to be 
an immobilised or unproductive quality; hence, even when the Orient is being approved, it is 
through such phrases as “the wisdom of the East” (Said 1995, 208) pointing at an altogether 
unpractical metaphysical wisdom rooted in ancient traditional values and beliefs, which has 
been acquired simply through being around for millennia rather than through conscious 
efforts.   
It is perhaps remarkable how much of the Orientalist discourse can be found back in 
the several stories about Malaysian development. It is clearly present in the ethnicist 
discourse, especially in the message of The Malay Dilemma; Mahathir’s depiction of ‘the 
Malay’ is almost the classic depiction of ‘the Oriental’. Also, the stress on ‘Asian Democracy’ 
on the one hand, and—interestingly enough—the authoritarian and corrupt nature of 
Malaysian politics in the analyses of critical academics such as Terence Gomez, Hilley, and 
Yoshihara Kunio on the other, fits in the ‘tradition’ of contrasting western modern rationalism 
with the East’s despotism, inaccuracy, and hedonism. This is not to say that there is no 
genuine tendency to collectivism, consensus, authoritarianism, or corruption in Malaysia; 
rather, the point is that, to be heard, one seems almost forced to stress the points in line with 
the Orientalist discourse, or its counterpart, ‘Occidentalism’. By ‘Occidentalism’ I mean the 
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phenomenon, especially pronounced in recent times, that the basic division between the East 
and West, with their respective qualities, is upheld, but from the point of view of the 
emerging economic and political power of Asia. The depicting of a West in crisis because of 
its being completely liberal and rational, i.e. anti-social and amoral, as opposed to the strength 
of a spiritually and morally oriented East, can be classified as such (Mahathir’s The Challenge 
is a case in point).  
The emergence of Occidentalism is closely related to the developmentalist discourse. 
In spite of the increased stress on Malaysian identity, and the rise of developmentalism at the 
expense of ethnicism, Malaysia in the late 1980s and early 1990s seems “awash with the 
symbolism of ‘traditional Malay culture’” (Kahn, 1992, 163). However, he continues “the 
revived interest in a traditional, rurally-based Malay culture is taking place in a social setting 
characterised by a massive decline in what is considered to be the traditional Malay peasant 
community…The images generated by this culture industry in travel brochures, museums, 
newspapers, magazines, books and films depict Malay villagers as philosophical players of 
Malay games and fliers of kites, who like nothing better than watching dance dramas 
depicting the life of the Malay court” (Kahn, 1992, 164). This image has more to do with 
Orientalist notions of the East, or even with idealtypical notions of traditionality, than with 
village life as it was in Malaysia. As has been noted, colonial ideology defined Malay identity 
as inside/native/traditional, with capitalist modernity being situated outside the Malay world. 
In the observations of Kahn, we see the same thing happening nowadays; Malay identity is 
constructed as an opposite of modernity; since the main quality of the East, in the Orientalist 
discourse, is its status as ‘anti’ of the modern West, its identity lies in being traditional. Thus, 
in the quest for an indigenous, Asian way of development, a paradoxical ‘Oriental modernity’ 
is created, combining modernity with symbols of ‘Oriental culture’, defined as anti-modern. A 
good illustration of this is the discussion of Kahn of the book “The Malay House” by Lim Jee 
Yuan (Kahn 1992, 175-7). According to Kahn, “The Malay House”, as an exponent of Malay 
cultural revivalism, calls for a modern architecture that builds on indigenous knowledge 
systems. The modern Malay house should be representing traditional Malay culture, i.e. rural, 
peaceful, community oriented, and spiritual. In this sense, the book can be read as a culturalist 
critique of the supposed universality of a particular variant of architectural modernism (Kahn 
1992, 177). However, this universality is challenged not so much by presenting a genuinely 
alternative form of modernity, or presenting an alternative dimension of development, but by 
a call for modernity to be combined with values and symbols that are essentially anti-modern. 
In other words, as the critique fails to escape the universality of the dimension of 
modernisation (or its geographical counterpart, the Orient-Occident dichotomy), a rather 
paradoxical combination of modernity and anti-modernity emerges. Other ‘concrete’ 
examples of such are several of Kuala Lumpur’s skyscrapers, such as the Dayabumi building 
or the Petronas Towers, exhibiting something called ‘modern Islamic architecture’.  
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 Although the various complexities and paradoxes of such a construction of identity 
are intriguing in themselves, the implications for the process of embedding and manipulation 
of culture of the point that Oriental identity tends to be equalised with traditionality are 
farther-reaching. Out of the idea that ‘the Oriental’ acts irrational, guided by tradition, 
dogmatic morality and religion rather than by rationality and individual choice, follows 
almost naturally that Oriental politics and economics are embedded in culture. The idea of 
embeddedness in Asia is thus embedded in a more general idea, the idea of Orientalism, 
which makes such ‘Oriental countries’ as Malaysia susceptible to traditionalism in politics 
and economy. In addition, the idea of an embedded, ‘Asian’ model of development confirms 
not only the dichotomy between East and West, but the subordinate position of the East in this 
dichotomy as well. The almost natural embeddedness of Malaysian and Asian development 
means that the economic success is simply ruled out to have to do with rational thinking and 
conscious efforts. In principle, the concept of the Orient “tends to be static, frozen, fixed 
eternally. The very possibility of development, transformation, human movement—in the 
deepest sense of the word—is denied the Orient and the Oriental.” (Said 1995, 208). If Asia 
develops nevertheless, which no longer can ignored, it is therefore still no real development. 
The Asian Model consists of some traditional, static values that just happen to be instrumental 
to development at this moment in time. Even against the background of the unmatched social 
and economic development of the past decades, Asians are thus still denied, in the words of 
Mahbubani (1998), ‘the capacity to think’, to change, or to be actors; whatever they do right, 
it can only be an accidental consequence of ancient traditions.  
The Role of Grand Stories 
The Reproduction of Grand Stories  
Positioning the embedding of economy and politics in Malaysia in these grander stories is 
perhaps instrumental in understanding political and social developments in Malaysia in the 
past decades, but it does not yet fully answer the question why the idea that economy and 
politics in Malaysia are embedded in culture has received such a warm welcome. To some 
extent, the influence of traditionalist nationalism and the Orientalist tradition of which it is 
part played a role in this, and to a certain extent this is undoubtedly true. Such a grander story 
in which embedded developmentalism could be positioned probably made its references less 
strange and more meaningful to the Malay public. Traditionalist nationalism, in turn, can then 
be related to the interests of the elites involved in its formulation, just as Orientalism is linked 
to the historical dominance of Europe.  
However, if traditionalist nationalism had always been the dominant discourse, this 
would have made a rather convincing explanation, but it has not. Moreover, the question why 
people have been eager to accept these arguments is still left open. Malay elites may have 
found it in their interest to refer to traditional values and structures, but in the end, no one 
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likes to be called feudal. Moreover, “reading the records of Malay feudalism like Sejarah 
Melayu, Hikayat Raja-Raja Pasi, Misa Melayu, Tuhfat-al-Nafis, Hikayat Merong Mahawang-
sa, Hikayat Hang Tuah and many others, we do not get the feeling that we are reading of a 
people with an expanding universe or consciousness. Very much to the contrary, the general 
feeling that strikes us is that of gloom, despair, resignation and pessimism, of people in 
bondage with a fettered spirit and a broken will” (Maaruf 1988, 31). Peasants did not have a 
very attractive life under the Malay feudal structures, as can be deduced from the account of a 
peasant encountered by scholar Abdullah Munshi in the early 19th century: “Every day we 
have to do chores for the nobles; my food and that of my family are never provided, but it is 
on me…let it be my boat, crops or all my poultry, should the nobles want them, they would be 
seized; you cannot resist the wishes of the nobles…if you resist they simply command that 
you be stabbed to death. That’s how it is, like living in hell” (ibid, 38). Upon reading such 
accounts, one would hardly expect feudal attitudes, described in the Serayah Melayu and 
Hikayat literature, to have any attraction as the way government should be. Certainly, when 
presented directly in this way, they probably would not have. Yet, traditionalistic nationalism 
apparently had its appeal.   
The question is even more pronounced when turning to the rival discourses, capitalist 
nationalism and especially its recent variant, developmentalist nationalism. These have also 
sought to embed their nation-of-intent in alleged ancient cultural values. The debate about 
Asian Values or Islamic Values is the most explicit case. A specific form of modernity was 
sought, which was opposed to the traditional Malay values as described in books like The 
Malay Dilemma. Yet, this new modernity was subsequently embedded in another culture and 
source of traditions as well. This rather intriguing way of dealing with culture and tradition in 
developmentalist nationalism is perhaps best illustrated in a book by UMNO vice-president 
Muhammad Haji Muhd Taib, called The New Malay, a topic at the centre of the 
developmentalist discourse. In this book, he argues that Malays have problematic traditions, 
leading to a feudal mentality, inferiority complexes and confusion, making mention of Malays 
as being not hard-working, and life in the kampong as characterised by coffeehouses in which 
people while away their time (Muhammad Haji 1996, 40). In other words, the book echoes 
the work of Za’ba or Mahathir’s The Malay Dilemma and others working in the capitalist 
nationalist tradition. However, there is an interesting twist when Muhammed Haji argues that 
“traditions and negative feudalistic beliefs are among the excess baggage the Malays carry. 
There may be some positive elements in tradition and feudalism, but to lump all traditions and 
feudalistic values as a source of culture is inappropriate. Negative elements should not be 
made the norm and value system of a culture” (Muhammad Haji 1996, 8). One would expect 
only those holding a traditionalist nationalist view on development to stress embeddedness in 
culture, whereas capitalist nationalism would denounce culture as problematic and something 
to get rid off. However, here someone leaning heavily towards a capitalist nationalism takes 
Of How the Beds Are Made 
 219 
pains to find an understanding of culture that befits the New Malay, for absence of 
embeddedness is apparently not an option. He is even prepared to define culture as ‘those 
values that we like’ to that end. Modernisation and development thus, for some reason, are 
continued to be embedded in tradition, reproducing the structures of Orientalism and 
traditionalist nationalism.  
Conflicts within Capitalist Nationalism  
The question thus remains why the idea of embeddedness has received such a warm welcome 
and has been reproduced even by the most modernist nationalist. There are two main reasons 
for this search for embeddedness. The first one has to do with the plural nature of Malaysian 
society, in which the position of Malays rests on their traditional identity as Malays. This 
context puts a dual demand on any Malay nationalist. On the one hand it is stated by those 
under the spell of capitalist nationalism that Malays need to loose their values in order to 
progress. On the other hand, the Malay right to political dominance is based on their 
Malayness. If they ‘stop being Malays’, they cannot lay more claims to the country as natives 
than other races. Taking the capitalist nationalist model to its extreme, this is not necessarily a 
problem, for dominance is a matter of outcome of the capitalist struggle rather than a question 
of rights. However, such a conflict model was generally not considered desirable, because of 
the ethnic instability it might provoke, and because—in the eyes of early Mahathir for 
example—Malays were deemed incapable of taking on the other races in open competition 
just yet. For this reason, if Malays, and UMNO as ethnic-nationalist Malay party in particular, 
wanted to maintain their political dominance while developing they needed to find a way in 
which they can continue being Malay while loosing the detrimental Malay values. This 
ambiguity is perhaps best expressed in one of the ‘paradoxes of Mahathirism’ formulated by 
Khoo Boo Teik in his book of the same name: “Anxious to secure the survival of the Malays, 
Mahathir seemed prepared to see the end of ‘Malayness’” (Khoo Boo Teik 1995, 9). One way 
of doing so was to define Malayness primordially rather than in cultural terms. In addition, 
rather than being prepared to actually see the end of ‘Malayness’, Mahathir sought to invent a 
‘new Malayness’. The Melayu Baru may have been new, but he was rooted in the ancient 
teachings of Islam, and successful as a businessman because of these values. These ancient 
teachings of Islam, to his end, were re-interpreted in a modern, capitalistic fashion, to be 
subsequently defined as true Islam. The Malay was thus removed from his bed of traditional 
Malayness, and re-embedded in the capitalistic, Islamic values of ‘Melayu Baru-ness’. In this 
construction, Malay identity became simultaneously something positive and negative. 
However, only the positive elements of Malay culture (in Mahathir’s eyes) are considered to 
be eternal, immutable and age-old, determining economic and political actions in a fixed 
manner, while the negative elements of ‘Malayness’ are to be changed in the course of a 
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political life-time191. It was only thus that Malays could progress, while retaining their 
political dominance.  
Development and Invented Continuity 
A second reason for searching embeddedness is probably the social upheaval which 
accompanies rapid development, which tends to create nostalgia for the past. Hobsbawm 
(1983) maintains that instance of invention of tradition “are responses to novel situations 
which take the form of reference to old situations, or which establish their own past by quasi-
obligatory repetition” (Hobsbawm 1983, 2). Hence, although the invention of tradition is of 
all times and places, “we should expect it to occur more frequently when a rapid 
transformation of society weakens or destroys the social patterns for which ‘old’ traditions 
had been designed, producing new ones to which they were not applicable, or when such old 
traditions and their institutional carriers and promulgators no longer prove sufficiently 
adaptable and flexible, or are otherwise eliminated; in other words, when there are sufficiently 
large and rapid changes on the demand or the supply side” (Hobsbawm 1983, 4-5). This 
phenomenon can be illustrated with an overview of the development of the Malay novel and 
the themes it addresses (Banks 1987). In the first decade after Merdeka, the return to the 
village-novels predominate, describing traditional village structure as inevitably 
obstructionist. The message here is that Malays should solve their own problems, i.e. the 
benevolent government and its programs should gradually reach the village and transform it 
into a more adequate economic state; good and evil are defined in terms of those who further 
or impede progress (Banks 1987, 144). “These novels made serious attempts to diagnose the 
flaws in Malay culture and suggest some remedies for them” (ibid 64), but apart from 
traditional values, there are exploitative interests—Chinese—in the way. All power, progress 
and analysis come from the outside (the outsider returning to the village). At the close of the 
decade however, a growing number of novels begin to present a “positive picture of the 
Malay village according it virtues that can be utilized in future decades to produce a new 
prosperity, or at least a fulfilling and uplifting lifestyle” (ibid, 96). “The political hegemony of 
the novels of the early period of independence has been challenged by cultural hegemony. 
Malay values are now seen as most appropriate for a society in the Malay region” (ibid, 147). 
Eventually, a literature emerges, around 1980, describing the worldview, dreams, hopes of the 
average man, villagers confronted with the onslaught of urbanism and modern development; 
in these works, authors find considerable validity in the Malay way of life. “Several…Malay 
works published in the last 5 years (i.e. from about 1980 onwards) lament the death of the 
positive contributions of traditional Malay rural life” (ibid, 111) The culmination is a book of 
Anwar Ridhwan, Hari-hari Terakhir Seoranf Seniman (The Last Days of an Artist), in which 
the hero rather dies than compromise the positive sides of Malay culture. Here we see a kind 
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of romanticised village life emerging with the modernisation of society, at first still as 
something that inevitably goes lost, but in the end even as a source for a romantic 
conservative activism. Development has created growing awareness of positive elements of 
Malay culture, and an increasingly felt need to create links with the past. The warning by 
Tunku Abdul Rahman (1977) that Malays would lose their links to their ancestral lands were 
the royals to lose their position, addresses the same kind of issue. Social and political changes 
invoke a desire for continuity at some levels, in order to make the social world intelligible. 
This desire is likely to only have grown stronger over the years; “the economic and 
infrastructural transformation of Malaysia over the past 20 years is described in metaphors of 
break-neck growth and head-spinning change. In order to control this pell-mell push for the 
future, some of the past has had to stay the same” (Rehman Rashid and Wong Wing-On 2003, 
1). Malaysia has solved this problem by embedding the new situation, and through its “near-
absolute political stability”, which is illustrated by the fact that “of the ten longest-serving 
party-political leaders in world history, six are Malaysian”! (ibid, 1-2). In turn, embedding has 
helped maintain political stability, as has been indicated. The stress on embeddedness in 
contemporary Malaysia should be seen in this light.  
6.3. Conclusion: The Embeddedness of Culture in Power? 
A. POWER AND CHANGE: THE IMPACTS OF EMBEDDEDNESS 
Solidifying Power Distributions: Problems of Embeddedness 
The argument that has been put forth in this chapter is that the reforms Malaysia went through 
in the second half of the 1980s are best interpreted from the point of view of power 
distributions. The events taking place can be made intelligible as determined by the interests 
of political elites, Mahathir in particular. That goes for specific policies and strategies, but it 
also goes for the cultural values in which such policies and strategies were deemed to be 
embedded. These values changed quite dramatically over time, in a way that served the 
interests of Mahathir as authoritarian leader. The construction of cultural notions like ‘Asian 
Values’ in the 1990s are probably the most clear and direct example of manipulation of 
culture for political ends. The institutional and cultural adaptations involved in the invention 
of Asian Values, an Asian Democracy, and an Asian Development Model allowed cronyism 
and authoritarianism to be positioned within norms of acceptable political behaviour to a 
much larger extent than otherwise would have been possible.  
When positioning the changes in the later 1980s and early 1990s within larger stories 
about Malaysian development, similar arguments can be made. These larger stories can be 
understood from the point of view of personal interests as well. Traditionalism, with its 
emphasis of the role of the Agong as a source of Malay identity, and the construction of an 
idealised past in the form of the Melaka Sultanate that was strongly feudal, served to maintain 
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the influence of Malay political elites. Also, stress on ancient Malay culture and a long Malay 
history in the Malay Peninsula, helped to give Malays an edge over other races, who migrated 
there more recently. Lee Kuan Yew, when Singapore was still in the federation, once 
remarked that none of the major races in Malaysia could claim to be more native than others, 
because they were all relatively recent (i.e. less than 1000 years) immigrants. This remark was 
felt by the Tunku to be ‘the straw that broke the camel’s back’, something that even the most 
tolerant of Malays could not let pass (Maaruf 1988, 120). It was such a sensitive issue because 
it was directly related to the Malay right to political dominance in the nation192. At an even 
deeper level, all these larger stories about Malay or Malaysian development, with the 
emphasis they laid on embeddedness for specific political ends, can be seen to be embedded 
in the meta-stories of Orientalism and colonial ideology. Since it is obvious that these meta-
stories have their roots in political interests as well, a consistent argument of culture being 
manipulated by political interests emerges. This argument has important implications for 
ideas of embeddedness.  
A first implication of these findings is that the dangers in viewing culture and 
embeddedness a givens rather than as contingent constructions are very real. In the previous 
chapter, it was suggested that scholars writing in the Asian Values tradition have been 
reproducing essentialised social structures and hence the dominance of some structures over 
others. Here, it has been shown that this contribution to the dominance of certain political and 
economic institutions translates in a reproduction of inequality and a concentration of power 
on several levels. The idea of cultural embeddedness, which tends to ‘freeze’ historically 
specific social relations by presenting them as natural givens, essential to the identity of a 
group of people, has proved a powerful tool of domination. In Malaysia and in Southeast Asia 
in general, “the idea of a fixed, essential and immutable national culture (has made it possible, 
auth.) to mount the kinds of culturalist arguments used to justify everything from abuse of 
human rights to the creation of trade zones to be inhabited by those who are essentially 
‘Asian’” (Vickers 2004, 55).  
The case thus illustrates the point that the production of knowledge is never neutral or 
innocent. Ideas such as embeddedness in culture should not be considered mere possible 
descriptions of reality. When they are formulated, such ideas become part of social reality 
and, in the words of Giddens, are “not incidental to what is actually going on, but constitutive 
of it” (Giddens 1991, 14). Literature about development should be more aware of this effect. 
Reflexivity is more than an optional term in methodological textbooks.  
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 Conversely, in 1980 a heated debate took place, after a Malay minister declared that Raja Abdullah Jaafar, a 
Malay, had actually founded Kuala Lumpur, rather than Yap Ah Loy, the Third Kapitan China. He was accused 
by the MCA Youth chairman of trying to erase the Chinese contribution to nation-building in Malaysia (Lee 
1986b, 39). This debate also highlights the efforts to depict Malays as indigenous people, with Chinese as new 
migrants, and Chinese countermoves to stress their historical ties to the Malay Peninsula. The intensity with 
which such debates are held shows how political the subject is.    
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Re-rooting the Uprooted: Functions of Embeddedness 
Although notions of embeddedness have the tendency to solidify power distributions, there is 
certainly a more positive side to them. As has been argued in the previous chapter, 
essentialisation and the redefinition of history it implies can facilitate reforms that from rival 
perspectives might be seen as rather radical. On a more general level, the analysis presented 
here makes clear that essentialisation, in writing a new consistent history leading up to the 
present, creates historical continuity and stability.  
If history is constructed in the present, for such historical continuity to arise, 
institutions need not be stable, old, or rooted from other perspectives; the only thing that 
matters is that they are presented thus within the history. History, as a structured story, makes 
the present intelligible as the culmination of historical structures that bind time-space. For that 
reason, whenever institutional change takes place that contradicts this structuration of history, 
there will be attempts to give the new institutions a sense of perpetuity through a 
reconstruction of history. This is the reason why the process of ‘invention of tradition’ 
described by Hobsbawm and Ranger (1983) is thought to be more likely to occur in times of 
drastic transformation of society or radical changes in economic or political system.  
These mechanisms seem to have played an important role in Malaysian development. 
Rehman Rashid’s observation that the “break-neck” speed development that Malaysia 
experienced over the past decades could only have occurred because of the overwhelming 
stability in other spheres is very to the point (Rehman Rashid and Wong Wing-On 2003, 2). 
The vast economic and social changes taking place in Malaysia over the past decades might 
well have uprooted the whole society193. Indeed, the ‘new’ culture of developmentalism can 
be seen as a reflection of these changes, which made that previous categories, roles, identities, 
and other certainties were no longer relevant. In this context, the embedding changed social, 
political and economic structures in a restructured, continuous culture served as a source of 
stability, providing a new historical identity to a people rapidly growing out of the previous 
one. In this way, embeddedness helped in binding society together. 
B. REFLEXIVE CONCLUSIONS: THE POWER FOCUS AS DISCOURSE 
The conclusions presented here suggest that embeddedness in the Malaysian case has had 
both a problematic and a positive side. On the downside, essentialisation has supported the 
concentration of power that characterises the more than two decades of Dr. Mahathir’s rule. 
On the other hand, essentialisation seems to have facilitated the important structural reforms 
and the rapid development processes that have tilted large parts of the Malaysian population 
out of poverty.  
                                                 
193
 A problem shared by other HPAE’s, such as South Korea (Chang Kyung-Sup 1999) and Thailand, where 
many calls to slow development down could be heard (Kriengkraipetch and Smith 1992). 
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It should be noted that the analysis presented here has sought to confront Malaysian 
reforms and development explicitly from the perspective of power distributions. In this sense, 
a qualification of the conclusions is in order. The focus on power in the text of this case-study 
has in fact a dual status. On the one hand, it is a way to confront the histories that have been 
constructed about Malaysia in the 1980s. On the other hand, it is itself such a history. 
Therefore, the power focus should not be treated as the Real Truth behind the veils put up by 
ethnic traditionalism or developmentalism, but rather as an important and illuminating 
alternative way of looking at things. Rather than replacing the view that culture and 
institutions are the ultimate factors in development by the view that power is all that matters, 
the point has been to stress the contingency of structuration by highlighting the way structures 
come about and change. In this sense, it should be realised that the story about concentration 
of power itself is part of a discourse and reproduces images that are related to power 
structures.  
This is perhaps most clearly the case in the quite large role attributed to Mahathir in 
the account presented here. Although it is obvious that Mahathir—as the longest serving 
Prime Minister of Malaysia and Asia’s longest serving elected leader until 2003—has made a 
deep impact on the Malaysian political economy, the suggested image of a man pulling the 
strings and consciously manipulating truth and meanings is of course rather one-sided. Power 
elites have clear interests in redesigning institutions and rewriting history, not to mention 
disproportional opportunities to do so, but one should not overlook the fact that power elites 
themselves have identities, possibilities and interests that are shaped through institutional 
structures. The image of Mahathir as the strong, ‘exogenous’ leader bending rules and 
meanings in his interest is itself a reproduction of a set of ideas associated with the power 
distribution; it reinvigorates Mahathir’s image as the supreme leader standing above all 
parties, and on a deeper level, also touches upon images of Oriental leaders as despotic and 
mystic.  
Orientalism and the Critical Academic 
This last point is very important. Whereas on the one hand a focus on power allows one to 
expose functions and interests behind constructions of cultural embeddedness, on the other 
hand such an interpretation tends to confront developments very cynically. Such a cynical 
view reproduces the idea of Malaysia being a country governed by corrupt despots, interested 
only in self-enrichment and aggrandizement, and prepared to manipulate truths as well as use 
blatant repression to achieve their goals. These images show more than a little semblance with 
the accounts of feudalistic Malay society that we have labelled capitalist nationalism, and 
Orientalism. Reading Abdullah Munshi, Za’ba, Mahathir’s The Malay Dilemma, or the 
contemporary work of people like Yoshihara Kunio, Terence Gomez, or for that matter, parts 
of this case-study, strikes one with a same feeling of gloom about Malay society. They all 
reproduce an image of Malay society as irrational, mismanaged, governed by despots, and 
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intensely corrupt. This awareness puts the Malaysian observer in a difficult position. (S)he is 
on the one hand forced to assume a very critical position, for failing to do so would mean to 
reproduce systems of control. On the other hand, this image of being invisibly oppressed by a 
system seems part of a wider structure of dominance. Consider for example author Sheryll 
Stothard, who writes “writing for the Malaysian English-reading middle classes is not always 
an easy task, especially for writers with delusions of independence and integrity. Adjectives 
used to describe the Malaysian media by detractors and foreign observers have included such 
dubious words like “pro-government”, “establishment-friendly” and even “cowardly”…Yet, 
even as we fight the invisible threads of control that allegedly keep us in dutiful acquiescence, 
we often fail to first acknowledge the part we play in spinning those threads around us to 
achieve the cocoon of a comfort zone…It would be disingenuous if we then excuse our 
inaction with romantic Third World notions of repression.” (Amir Muhammad, Raslan and 
Stothard 1997, xiii-xiv).  
The point raised by Shamsul (1998) about the ethnicification of social science in 
Malaysia is relevant in this perspective as well. He argues that there has been a tendency, 
especially among ‘radical authors’, to take over the ethnicised framework. Critical studies 
often either address the unfair, discriminatory aspect of NEP and the Chinese attempts to go 
against that, or the fairness of NEP from the perspective of Bumiputera (Chakravarty and 
Roslan 2003 for example). This has also resulted in an “internationalisation of ethnicised 
knowledge” (Shamsul 1998, 35), by which he means that the authority-defined-knowledge of 
experts on Malaysia in the international arena is shaped and informed by the domestic context 
of ethnicised knowledge in Malaysia. Equally worrying, however, seems an opposite 
movement; the moulding of the domestic knowledge context in Malaysia to ‘fit’ the common 
wisdom about eastern or developing countries. Hence, the stress on corruption, abuse of 
power, ethnic conflict etc. The point raised by Stothard in the citation above reveals pressures 
to address such issues at pains of being considered pro-government, establishment-friendly 
and not adhering to standards of independence and integrity.  In the academic sphere, this 
phenomenon seems to play a role as well. In order to be accepted as serious, independent 
scholars, one is almost forced to be critical of government and discrimination. Distrust of the 
state meddling with knowledge and truth has created a counter-discourse that equally moulds 
and colours truth, but now directed against the state. Shamsul refers to this idea as well: 
“some conspirational theorists among the Malaysianists have even suggested that the 
internationalisation of ethnicised knowledge on Malaysia have led to a particular form of so-
called discursive discourse (critical, anti-government, anti-Malay hegemony, ethnicised) 
being privileged and those who subscribe to it have an easier access to international 
publications because the anonymous referees and those sitting on the editorial advisory boards 
are in favour of that particular form of discursive discourse. This group of Malaysianists even 
harbour the suspicion against the scholars of the so-called ‘discursive discourse school’ of 
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having hidden political agenda. For that matter, no scholar can be realistically apolitical. I 
believe this is an unfounded suspicion based on a cynical (perhaps chauvinistic) viewpoint.” 
(Shamsul 1998, endnote 16).  
Although Shamsul is certainly right in his scepticism about conspirational notions of a 
hidden political agenda, the point that work that is critical of dominant parties is generally 
perceived as more objective, stimulating and better, is not so far-fetched. One does not need a 
conspiracy for that; it simply has to do with (unreflective) notions of objectivity and 
intellectual independence. This is illustrated by the account of Shamsul himself: “However, 
my personal experience in Australia, the United States, Japan and Europe tells me that I have 
often been invited to international seminars and conferences not only because of my research 
on a topic the sponsors are interested in but also because, as put to me by a famous 
anthropologist from the University of Chicago a decade ago, I am ‘the rare breed of Malays 
who can criticise the Malays openly’. The statement tells less about myself but more about 
that particular scholar’s lack of knowledge regarding the history of the Malays, particularly its 
intelligentsia” (ibid.). This speaks of a pre-conception that Malaysian intelligentsia should 
fight a continuous threat of sliding away into pro-establishment propaganda, with their 
integrity constantly at risk. That this pre-conception is more common, and acted upon also by 
Malaysian scholars is illustrated by experiences during my own fieldwork for this thesis. I 
found respondents (i.e. Malaysian academics) to be very critical of Malaysian politics, 
society, and economic achievements during interviews. However, upon finishing the 
interview—switching off the recorder, leaving an office—respondents turned notably more 
positive in their assessments of the state of Malaysia, up to the point of contradicting the 
points made for the record. Apparently, the role of the serious academic was identified with 
being critical of the Malaysian ‘establishment’.   
The point of all this is not that there is no truth or merit in the critical accounts of the 
state of Malaysia. There without any doubt is; corruption and abuse of power are serious 
problems, not in the least because institutional structures and values seem to have been 
adapted in order to fit such actions within norms of acceptable behaviour. However, one 
should be aware of the tendency of such ‘radical critique’ to ultimately turn into a hegemonic 
international discourse itself. In this respect, only thorough reflection on the own position can 
prevent stories of authoritarian, irrational, oppressive states of reproducing images of ‘the 
East’ or ‘the South’ inspired by Orientalist or colonial ideology.  
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Appendix A Main Events in Malaysian History (WWII-1996) 
1946  Malayan Union created 
 UMNO set up by Dato Onn bin Jaafar 
1951 Datu Onn Jaafar succeeded by Tunku Abdul Rahman 
1954  UMNO-MCA-MIC Alliance formed 
1955 Tunku Abdul Rahman becomes Chief Minister 
1957  Independence of Malaya 
1963  Federation of Malaysia comprising Malaya, Singapore, Sarawak and Sabah 
inaugurated 
1965 Singapore leaves Malaysian Federation 
1969 General elections: Alliance returned to power, but loses two-third majority 
 Racial Riots in Kuala Lumpur 
 National State of Emergency; Parliament suspended 
National Operations Council under Tun Abdul Razak 
1970  Rukunegara promulgated 
Tunku Abdul Rahman replaced by Tun Abdul Razak as PM 
1971 Parliament reconvenes, approves “Sensitive Issues” Bill 
 NEP approved 
1976 Tun Abdul Razak dies, replaced by Tun Hussein Onn 
 Dr. Mahathir Mohamed Deputy Prime Minister 
 ICA enforced 
1977  General Elections: Barisan Nasional returned to power 
1980 HICOM set up 
1981 Dr. Mahathir becomes PM 
1982 General Elections: Barisan Nasional returned to power 
1983 “Look East” Policy announced  
 Constitutional Crisis concerning Agong’s right of royal assent 
1985 Plaza Agreement 
1986 Industrial Master Plan 
Musa Hitam resigns as Deputy Prime Minister 
 General Elections: Barisan Nasional returned to power 
1987  Tengku Razaleigh contests UMNO presidency  
1988 Federal Constitution (Amendment) Act to curb powers judiciary approved 
 Lord President Tun Salleh Abbas suspended from office 
1990  General Elections: Barisan Nasional returned to power 
1991 Vision 2020 and concept of Bangsa Malaysia announced 
1993 Constitution (Amendment) Bill removing royal immunity from criminal prosecution 
accepted 
1995 General Elections: Barisan Nasional returned to power 
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7  A Fairy-Tale Gone Sour 
Change and Continuity under Aquino  
 
Introduction 
In this chapter, the processes of economic reform under the Aquino administration are 
discussed.  If successful market-conform reforms were the crucial factor behind the economic 
growth of the Asian Tigers, the economic reforms under Aquino were meant to put the 
Philippines back in line with its successful neighbours. In the 1950s, the Philippines had been 
a relatively prosperous country194 with the highest levels of literacy and GDP in the region 
save Japan. Unlike the NIC’s, however, it failed to make the transition from the successful 
primary import-substitution phase of the 1950s towards a phase of export-oriented 
industrialisation. Also, land reforms, which would have created the kind of internal market 
providing a more favourable context for further import-substitution, have been long overdue. 
Some (weak) attempts at both have been made in the past; cautious moves at economic 
liberalisation had been introduced in the late 1960s, but were soon aborted. Especially under 
President Magsaysay, a widely publicised programme for land reform was introduced, but it 
turned out to be more meaningful in words than in practice. Subsequently, the proclamation of 
martial law by Marcos in 1973 was presented as a move to restructure Philippine society and 
political-economic system. Technocrats employed by Marcos sought to establish an export-
oriented growth strategy, and break down the economic structure based upon political 
privileges rather than economic rationality. The failure of those efforts is attributed to an 
unwillingness of Marcos to pursue reforms that went beyond the elimination of his main 
opponents. In the early 1980s, severe economic difficulties and pressure of international 
organisations forced the government to focus on liberalisation again. The continued and 
growing dependence of business on government support, either through protection, subsidies 
or access to easy credit, together with the dependence of the government on external credit, 
had laid the basis for a severe balance of payments crisis in 1982-3. However, lack of genuine 
political will in combination with the political instability resulting from the economic crisis, 
increasing concerns about President Marcos’ health, and a growing communist insurgency 
hardly provided a fertile context for undertaking such reforms in a serious manner.  
The economic and political crises of the early 1980s eventually led to the fall of the 
Marcos regime, and to the ascendance of Corazon Aquino. After the brutal murder of her 
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 I.e. compared to other countries in the region, or with other developing countries. Obviously, the Philippines 
at the time was not relatively prosperous when compared with developed countries.  
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husband, the long time opposition leader Benigno ‘Ninoy’ Aquino in 1983, ‘Cory’ had 
gradually become a symbol of hope and change, both within and outside the country. When 
she became president after a large popular uprising, the expectations from her new 
government were as large in scope as they were high. The economic crisis had to be resolved, 
rule of law restored, peace created in the countryside, corruption and inequality addressed, 
land reform finally pushed through, and the Philippines had to be put on track to become one 
of the most advanced countries of the region again. Given these high expectations, some of 
which turned out to be contradictory, it is no wonder that Aquino’s tenure eventually came to 
be perceived as a failure. Effectively, Aquino had nothing working in her favour except an 
unprecedented popular mandate. Even with that, it would probably have taken a miracle for 
Aquino to meet all expectations.  
Numerous assessments of the Aquino administration have seen the limelight, some 
even giving a verdict before Cory’s term even had ended (for example: Abueva and Roman 
1992; 1993a; 1993b; Aquino, B. 1990; Scott Thompson 1992; Kasuya 1995, as well as many 
journalistic accounts). The general message of these works is that the Aquino administration 
provides something of a missed chance. Aquino failed to use her initially revolutionary 
powers to bring about land reform, meaningful and sustained tariff reform, and to break down 
the structures of cronyism and monopoly hampering the economy. The more positive 
evaluations maintain that while she failed on many issues, she at least succeeded in restoring 
democracy, symbolised in the peaceful transfer of power at to her democratically chosen 
successor at the end of her term. Yet even that achievement has been contested by many as 
being a return to the ineffective pre-Marcos ‘cacique democracy’ (Anderson 1995) or 
‘oligarchic’ democracy (Hutchcroft 1998); simply fake (as Miriam Defensor Santiago put 
forth a not too incredible claim at being cheated out of the election); and not Aquino’s 
achievement anyway, but of the millions who risked their lives at EDSA (Fabracia Philippine 
Daily Inquirer June 22 and 29 1992). 
The period of the Aquino administration therefore can serve as a case of ‘failing 
reform’ in the Philippines. However, since this is a rather strong classification, a more 
detailed investigation into the questions whether this interpretation was more widely shared, 
and how it was supposed to have failed in which fields is necessary. The process and 
outcomes of the programme, as well as the reasons for its apparent failure, need to be 
scrutinised, in order to shed some light on the question why the Philippines has supposedly 
been unable to bring about the economic reforms needed to achieve the kind of sustained 
economic growth that has been experienced by the HPAE’s. This chapter will provide such an 
investigation, by looking into the objectives, process, and ultimate outcomes of reform 
projects under the Aquino administration. Although different interpretations of the reforms 
will be presented, the historical account will prove to be much more ‘monist’ than has been 
the case in Malaysia. In the subsequent chapter, general themes within the reform stories will 
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be established, and we will deal with the questions of the origins and impact of these 
themes195.  
We will discuss the reform project of the Aquino administration per subject, starting 
out with the establishment of social justice, then moving on to the restoration of democracy in 
all its facets. This classification covers issues like land reform, economic liberalisation, 
decentralisation and other elements of the reform project, which Aquino considered to be 
indispensably related. The chapter will end with a conclusion. 
7.1. Economic Reforms: Creating Social Justice  
A main challenge for Aquino, in addition to restoring democratic structures and bringing 
power to the people, was to create social justice. Although the importance of more political 
rights for the masses was undoubtedly crucial, a serious improvement in material living 
conditions was in order just as well. In Aquino’s perception, social justice in the first place 
meant restitution of those who had been harmed under Marcos (De Dios, interview July 
2002), which implied poor and rich alike. However, returning to the rich what Marcos had 
taken from them under the guise of redistribution was sometimes at odds with feelings about 
social justice as well. Although it had become obvious that Marcos rhetoric about his 
revolution from the centre bringing down elite structures had been merely that—rhetoric—
that did not disqualify the fact that the call for such a move was heartfelt in society. In a 
situation such as that in the Philippines, where a few families control a vast majority of 
economic (and political) resources, improvement in the economic situation of the poor was 
considered a must. In principle, that task has two aspects: bringing about economic growth 
and redistribution. The strategy for creating economic growth entailed liberalisation and 
dismantling structures of protection. Redistribution focused mainly on the issue land reform, a 
topic with a long history.   
 
A. LAND REFORM  
A Short History of Land Reform 
Land reforms had been a contentious issue for a long time when Aquino embarked on her 
program of land reform. In one reading, the Philippine revolution of 1896 had already not just 
been directed against the Spanish frailocracy, but also against the owners of the great estates. 
This element got lost, however, when local elites managed to gain control over the revolution. 
                                                 
195
 Since in analysing Philippine development, we are dealing with stories that will prove to be rather critical of 
Philippine society, and because the story that will be told here is more contentious than in the case of Malaysia, 
it is considered necessary to firmly embed the stories in empirical detail. For this reason, this chapter has a more 
(were it not for the reasons above, overtly) comprehensive character than the previous case-study. Readers who 
are familiar with the developments and policies in the Philippines during the 1980s and who are not unduly 
offended by bold statements may opt to skip parts of this chapter.  
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The Philippines succeeded in liberating itself from Spain—only to be taken over by the 
United States—but the problems of internal inequality and oppression remained (Agoncillo 
1956; Constantino 1975). With the gradual move towards universal suffrage under American 
‘tutelage’, addressing these issues began to offer possibilities for political gain. Political elites 
themselves often had direct or indirect interests in landholding, so were not keen on radically 
changing the status quo. This ambiguity led to a long series of announced programmes, 
ambitious in rhetoric, but usually having little impact in practice (Leong 1992)196. 
If land reform was left to the traditional elites dominating Philippine politics, who 
more often than not had strong interests in landholding themselves, this lack of 
implementation should probably be considered hardly surprising. A more real opportunity for 
meaningful reform occurred under Marcos (Scott Thompson 1992, 4). When Marcos 
announced martial law, he justified his move partly by pointing at the need to confront the 
traditional elites dominating the state and the economy (Celoza 1997, 126). As he stated: 
“Today, the oligarchs have lost effective control of our society. If they continue to pursue 
legitimate economic undertakings, they do so within the purview of the broader goal of 
democratization set by the New Society” (Marcos, cited in Escalante et al. 2000, 323).  
Martial law indeed provided Marcos with the opportunity to force genuine land reforms onto 
an unwilling landholding elite. Indeed, Presidential Decree No. 2—announced simultaneously 
with the declaration of martial law—seemed promising in this respect, as it placed the entire 
country under land reform. A Code of Agrarian Reform was introduced, creating the 
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 Under President Quezon, the Rice Share Tenancy Act was introduced. This entailed a 50-50 sharing 
arrangement between landowners and tenants, and a 10% maximum interest ceiling for loans extended to 
peasants. However, implementation of these measures demanded a petition by the municipal council. Since 
municipal councils were usually dominated by landlords, the act was hardly implemented. In reaction, the Act 
was made mandatory in Central Luzon, but landlords still managed to evade the spirit of the law by drawing 
contracts that were only good for a year, and subsequently refusing to renew them. In the end, the Act did little 
to ameliorate the situation.  
More meaningful attempts took place after the war, when the Philippines had finally acquired its independence. 
Under the popular President Magsaysay, the Philippines faced an armed rebellion, the Huk guerrilla196. In order 
to pacify the rebellion, a National Resettlement and Rehabilitation Administration was created. Under this 
programme, farmers in Central Luzon and Huk rebels were given farms in the Southern Philippines. However, 
the number of beneficiaries of this program amounted to less than 0.1% of total landless peasants. Moreover, the 
migration of Catholic peasants to Mindanao would prove to complicate the already sensitive problem of the 
Islamic minorities in the south. In addition, the Magsaysay administration introduced the Agricultural Tenancy 
Act. This act guaranteed security of tenure, and established possibilities to move from share tenancy to leasehold 
(paying a fixed rental). The government turned to the purchase or appropriation of private lands for 
redistribution, but only above 144 hectare. The 1955 Land Reform Act covered expropriation of contiguous 
lands over 300 hectares (individually owned) or 600 hectares (if owned by corporations). Although these 
measures were mildly ambitious on paper, in practice, the various requirements exempted many landholdings 
from genuine reform.  
Magsaysay died in a plane accident in 1957, to be succeeded by his vice-president Garcia. It took another four 
years for President Macagapal to take over and take new meaningful action in the field of land reform. 
Macapagal even went some steps further than Magsaysay, in spite of the already weak implementation of earlier 
programmes. Under his administration, the Agricultural Land Reform Code was introduced, which abolished 
share tenancy, instituted the leasehold system and set the retention limit at 75 hectares. There were again many 
loopholes in the programme, however, and as Congress did not provide for its funding, the implementation was 
again very weak.  
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Department of Agrarian Reform (DAR), and declaring share tenancy to be contrary to public 
policy. In practice, however, Marcos sought only to confront his main opponents, leaving the 
more neutral segments of the elite alone, and downright rewarding his loyal allies. Already a 
month later, the measures were watered down by Presidential Decree 27, which restricted the 
scope of land reform to tenanted rice and corn lands. Still, Marcos land reform program was 
the most ambitious one to date, and initially the most promising as well. Although it was 
implemented instead of downright ignored or circumvented, the pace of implementation was 
so slow that the programme might almost just as well have been absent. When Aquino 
assumed the presidency, therefore, some people felt that there was no need for new legislation 
concerning land reform: all that was needed was there; it just needed faster implementation 
(Leong 1992). Indeed, continuation of Marcos’ policy under PD27 would turn out to make the 
biggest contribution to the private land reform output of the Aquino administration.   
Land Reform under Aquino 
A new impetus in land reform was definitely one of the things expected from Aquino when 
she took over power in 1986. Commitments she had made during the election campaign and 
the inclusion of NGO leaders in her government had fuelled expectations. Still, the political 
context for reforms was precarious. The demand for far-reaching reforms came, among 
others, from the militant Left and NDP-affiliated organisations such as the peasant 
organisation Kilusan Magbubukid ng Pilipinas (KMP). However, having called for boycotts 
of the elections in 1984 and 1986, and refraining to participate in the People’s Power 
revolution, the Left had positioned itself outside the new political system (Hedman 1996, 85) 
and was not in a position to make demands. A broader movement pushing for peasant-
friendly land reform was the Congress for a People’s Agrarian Reform (CPAR), a wide 
coalition of farmers’ organisations and related NGOs of all political denominations. In 
addition, the middle classes, who formed the backbone of the popular movement bringing 
Aquino to power, often stood favourable to land reform as well, if only because it did not 
particularly harm them and was likely to be pacify the communist guerrillas of the New 
Peoples Army (NPA) (Anderson 1995, 27)197. In addition, economists such as Director 
General of NEDA and Secretary of Planning Solita Monsod felt that land reform would create 
internal markets and spur mass spending, giving a much needed boost to the Philippine 
economy (Montes 1992, 95-98).  
On the other hand, the broad coalition of anti-Marcos forces that Cory headed also 
included members of the oligarchy, who had everything to lose by land reform. Moreover, 
already operating in a situation of institutional uncertainty, Aquino needed to try and “balance 
competing demands for protection of property and for social justice” (Wurfel 1988, 309). In 
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 After all, in spite of the rather strict ideological doctrines of leaders like Sison, most supporters of the NPA 
were probably mainly drawn to the movement by the promise of land reform. Middle classes had much to gain 
by pacification of the NPA and thus-achieved stability. 
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Aquino’s perception, if anything, this required any appropriations to be performed in a clearly 
laid out, constitutional fashion. Bold, unilateral action by the President did not fit in this 
picture. If one adds to that the fact that Aquino herself was from a family with substantial 
landed interests, one can conclude that the forces against an even remotely radical type of 
land reform in her administration were probably at least as strong as the forces in favour.  
Aquino’s policies with respect to land reform should be seen in the light of these 
pressures from protagonists and opponents, coupled with her own ambiguous stance (she had 
announced herself to be in favour, but obligations towards her family worked against that) 
towards the issue. During her first year, Cory was hard pressed to use her decree powers to 
institute land reform. Initially, she seemed to fall for this idea. However, squabbling over 
funding and other matters led her to abandon a planned decree on May 30. In the end, she 
chose to postpone the matter until after the new constitution was adopted, thus leaving it to 
Congress (Kasuya 1995, 23).  
Pressures to influence policy continued, however. Within the commission drafting the 
new democratic constitution (ConCom), land reform was an issue of fierce debate. Here, the 
basic mechanism was the same: pressures from both sides resulted in watered down 
proposals, with the content of reform passed on the Congress. Finally, Section 21 under 
Article II of the constitution read: “the state shall promote comprehensive rural development 
and agrarian reform”, but attempts by peasant leaders within ConCom to specify this further 
(such as to which lands were to be included) had failed (Turner 1987, 79). In the Medium 
Term Economic Development Plan 1987-1992, approved by the Cabinet in December 1986, 
the government committed itself to an agriculture-led, poverty alleviating development 
strategy (Jayasuriya 1992, 54). However, despite the initial announcements of Aquino and 
vague references in documents setting out general strategies, there was still little in content 
one year after EDSA. For this reason, the KMP organised the demonstration of 15000 
peasants in front of Malacagang Palace that would end in the Mendiola Massacre mentioned 
before. The event indicated the lack of control Aquino had over the more extremist elements 
in her coalition, and the difficulty—if not impossibility—to satisfy all parties, keeping all 
within the institutional framework laid out by the government. Confronted with such a lack of 
action and control from the side of the government, both the Left and Right resorted to extra-
legal action. The NPA stepped up its activities, the KMP started occupations, and in areas 
such as Negros, private armies of landlords were emerging. Traditional elites, having sought a 
return to cacique democracy by swift Congressional elections while blocking any decisive 
action before that, now turned to other measures. The Council of Landowners for Orderly 
Reform (COLOR) was established, threatening civil disobedience, and the Movement for an 
Independent Negros, claiming to be ready for armed resistance (Anderson 1995, 27-8). Such 
moves invoked the danger that the deep divisions over land reforms existing in the Philippines 
would result in all-out violent struggle. In a context of a country where the Armed Forces of 
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the Philippines (AFP) hardly had the monopoly on violence in the first place, local warlords 
played large roles in the political system, and institutional insecurity was already a problem 
such dangers were very real. The government needed to recoup the initiative, yet—if stability 
was the first thing on its mind—without making any too bold moves. When in June 1987, the 
World Bank submitted a report arguing for more rapid and sweeping reforms, a vision echoed 
a month later by the Catholic Bishop’s Conference of the Philippines, all this was finally 
enough to move “the Aquino administration from inaction to minimal activity” (Wurfel 2004, 
217).  
On 22 July 1987, Aquino made Proclamation No. 131 and gave Executive Order 
No.229, which settled the institutionalisation of the Comprehensive Agrarian Reform 
Programme (CARP) and provided mechanisms for its implementation respectively. The 
CARP was to be a comprehensive programme, land reform applying regardless of tenurial 
arrangement and commodity produced. The programme also covered the provision of support 
services such as credit, roads, irrigation etc., since experience had proved land reform without 
such support services to be rather meaningless198. The Department of Agrarian Reform, which 
had been created by Marcos, was complemented with a Presidential Agrarian Reform 
Council, ostensibly to show Aquino’s personal concern, and provincial and barangay 
counterparts. In addition, an Agrarian Reform Fund was set up, with P50 billion to cover the 
programme for the period 1987-1992. The order provided the institutional arrangements and 
administrative procedures for acquisition and compensation, but left the determination of 
priorities and retention limits to Congress. In content, nothing had been arranged yet.  
Implementation 
After another year of dawdling and backbiting in Congress, the Philippines finally had 
its detailed land reform law199. The next step was its implementation; the most difficult phase, 
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 For one thing, for peasants acquiring land, their former landlord is often the only source of credit. Unable to 
pay high interest rates, peasants often lose their newly acquired land to the landlord. In addition, if productivity 
is not increased, land reform will not seriously contribute to poverty alleviation.  
199
 The new Congress, convening for the first time in July 1987, started out with the formulation of the 
Comprehensive Agrarian Reform Law. It was the beginning of a long process, of which the first step was the 
creation of a Committee on Agrarian Reform, headed by Bonifacio Gillego, considered to be ‘radical’ (Kasuya 
1995, 29). Such progressive Committee members drafted House Bill 65, in reaction to which Congressmen who 
were on the side of landowners submitted House Bill 319, which was considerably less ambitious. A 
compromise was eventually achieved in House Bill 400, adopted by the Committee on August 17 1987. Still 
nine months later, an amended version of this bill was adopted by the complete House. The various amendments 
all amounted to making the bill less redistributive; the programme period was extended from 5 to 10 years, 
retention limits were set at 7 hectares plus 3 for each legal heir, and a more advantageous compensation 
mechanism was arranged.  
A similar process took place in the Senate. Here, another Committee on Agrarian Reform was appointed, chaired 
by Heherson Alvarez, Minister of Agrarian Reform in Aquino’s Cabinet. Progressive Senator Agatipo ‘Butz’ 
Aquino introduced Senate Bill 123, reflecting proposals made by the CPAR; a retention limit of 3 hectare, zero 
for absentee landowners, compensation based on tax declarations (which were grossly understated of course) and 
progressive cash payments. The Bill was countered by the rather weak Senate Bill 133 (followed by the rather 
similar Senate Bill 249) submitted by Alvarez, which allowed for variable retention limits between 7 and 15 
hectares, a 5 year implementation period, exemption for corporate lands, and lease and management contracts of 
foreign investors safe-guarded. The make-up of the Senate was such that conservative forces here originated not 
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as earlier programmes had proven. In spite of the fact that the CARP was to be implemented 
in a hostile environment200, the DAR was making some progress during the first few months 
(Leong 1992, 307). That came to an ending with the Garchitorena scandal in December 1988, 
as it turned out that the Department of Agrarian Reform on at least one occasion had bought 
land at grossly inflated prices201. The scandal resulted in a slowdown of the process, as a 
period of instability in the DAR leadership ensued. First, notorious corruption-buster Miriam 
Defensor Santiago was appointed202, but after attention for the scandal had died down, Aquino 
chose not to back her in the Commission of Appointments. It was not until June 1990 that the 
problem of valuation of lands was resolved; EO 405 gave the Land Bank of the Philippines 
the primary responsibility for land valuation, allowing the DAR to specialise in the other 
aspects of program. Two additional orders, EO 406 and EO 407, added a geographical focus 
to the CARP203 and directed all government institutions to transfer their landholdings to DAR. 
Eventually, the official result of land redistribution in the period 1986-1991 would be 2.04 
                                                                                                                                                        
so much from local landowners as from large industrialists who were more concerned about the effects of reform 
on multinational corporations, resulting in the specific pro-MNC emphasis of the Senate Bill199.  
A compromise was eventually achieved in the Committee, and an amended version of Senate Bill 249 was 
adopted by the Committee and, subsequently, the Senate in April 1988. In this version, retention limits were set 
at 5 hectares instead of the variable 5-15 hectares of the original SB 133. The next step was to reconcile the two 
land reform bills adopted by the House and the Senate. On May 12 1988, the bills went to the Joint Conference 
Committee in order to do that. Another compromise followed: the retention limit was set at 5 hectares, in 
accordance with the wishes of the Senate, but the provision of 3 extra hectares per legal heir was added. In 
addition, the implementation period was slowed down for private lands. Another clause that would prove 
contentious was the option for landowners to not actually distribute their lands, but transform their company in a 
corporation and distribute the stocks199. This opened the door for all kinds of abuses during the process of 
valuation of the former tenant’s share and the stocks. The final land reform law was approved by both House and 
Senate on June 7, 1988, so that Aquino could sign Republic Act 6657 still three days later.  
200
 The CPAR, for example, was not satisfied with the CARL which it considered a weak compromise to 
landowners, and decided to oppose the DAR from then onwards.   
201
 The CARP offered four different schemes for land reform, from which landlords and peasants can choose:  
- Operation Land Transfer for tenanted corn and rice lands (Marcos PD27) 
- Compulsory Acquisition by government, compensated via a staggered bonds (>70%)-cash (<30%) 
payment. 
- Voluntary Offer to Sell, induces landlords with an additional 5% cash portion of the compensation 
payment 
- Voluntary Land Transfer, land transfer transaction is made directly between landlords and peasants.  
The first two schemes are relatively coercive and straightforward. The other two, however, in giving more 
initiative to the landlords, open up the door to all kinds of abuse. VLT schemes in particular, amounting to little 
more than normal real estate transactions, have little re-distributive content, especially since it proved possible—
with a little help from DAR officials—to report any kind of transaction in the land market, such as a sale of land 
to the relatives of landlord, as VLT. With assistance of corrupt DAR officials, many fake land transfers were 
reported.  VOS schemes also invited misuse, since the valuation of lands was performed by the DAR itself. The 
typical procedure—and the one used in the Garchitorena land scam—would be to jack up prices of marginal 
lands, so that the compensation paid by the government increases analogously. When the land is sold to the 
government, the DAR official receives kickbacks from the overcompensated landlord.  
202
 According to her, mainly because the land scam fell together with the Philippine Assistance Plan conference, 
during which the government needed a good press in order to allure donors to provide the much-needed 
development assistance (Defensor Santiago 1994). Santiago might have been the right woman to confront 
corruption within the DAR, she was not particularly committed to land reform. In her presidential campaign, she 
emphasised rural industrialisation instead (Landé 1996, 95). 
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million hectare (10.3 million hectare was planned for 1987-97) (Leong 1992). Although this 
might seem moderately impressive, public lands contributed to nearly 50% of this figure, and 
Operation Land Transfer schemes—i.e. the reform programme instigated by Marcos—
covered 41.85%. It was not until then President Ramos appointed Ernesto Garilao as secretary 
of DAR in 1992 that reform would speed up, increasing yearly average output from 135420 to 
314896 hectares (Wurfel 2004, 217; Borras Jr. 2002).  
The slow implementation of a land reform programme that already could be 
considered a weak compromise did little to boost Aquino’s image as a reformer. As was 
noted, “land reform has been going on since Magsaysay’s time. But up to now, the arguments 
about land reform are the same arguments. It is stubborn. It is not moving.” (Solidarity 
Seminar Series on Public Issues 1990, 146). Aquino’s presidency did nothing to change that. 
Towards the end of her term, CARP was widely perceived to be a failing programme204.  
Explaining Aquino’s Performance in Land Reform 
Land reform under the Aquino administration was a disappointing affair. Since land reform 
was perhaps the primary way to improve the material wellbeing of the country’s many poor, 
the inability to pull through a genuinely comprehensive and far-reaching land reform was 
perceived as a failing towards the poor masses. Aquino herself apparently did not perceive it 
thus. Although, as noted, she did become rather apologetic towards the end of her term 
(Aquino, C. 1991), she argued that she had done the most she could under the circumstances. 
The number one priority of Aquino’s leadership was the restoration of democracy; although, 
in the eyes of many, social justice was an inalienable part of that, stable democratic structures 
were the primary issue for Aquino (Kasuya 1995, 23). This priority was important because the 
nature of social justice, especially in relation to land reform, was such a contentious problem 
that Cory felt it could easily harm the consolidation of formal democracy. Indeed, land reform 
had proven to be an issue capable of triggering movements like COLOR or the Movement for 
an Independent Negros, and feeding the NPA rebellion. In short, Aquino argued there was a 
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 Net satisfaction about the performance of the administration with respect to land reform fell from 53% in 
1987 to only 16% in 1992, still positive but clearly declining (Abueva 1997, 79). 
Questions have been raised why this perception has been so negative. According to Kasuya, this was due to the 
fact that Filipinos tended to view redistribution as the important criterion for the success of the program, and not 
increases in productivity (Kasuya 1995, 6). Kasuya this implicitly acknowledges re-distribution to have failed, 
but deems it necessary to point out the other accomplishments.  
Productivity increases were indeed an important aspect of land reform, for two reasons. First, productivity in the 
Philippines was low: average net value added from the use of Philippine arable lands in 1987 was only $500 per 
hectare; a low figure compared with $9074 in Japan, $5366 in South Korea, $3939 in Taiwan and $2262 in 
China” (Chikiamco 1998, Column April 18 1993). There was perhaps more to be gained in terms of poverty 
alleviation by increasing productivity than by redistribution. Secondly, addressing poverty by mere redistribution 
of land was impossible; giving all landless peasants a piece of land large enough to make a decent living required 
more land than was available, as DAR Secretary Miriam Defensor Santiago argued. There was only 10 million 
hectares of arable land available in the Philippines, of which only 2.5 million suitable for reform. The ambition 
of the CARL to provide all landless peasants (8.5 million and growing by 400000 each year) with 3 hectares of 
arable land was thus simply impossible. According to Santiago, the government should focus on rural 
industrialisation and productivity increases instead (Defensor Santiago 1994: Landé 1996, 95).  
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trade-off between taking up such contentious re-distributive issues and the institutionalisation 
of constitutional democracy. In such a trade-off, Cory’s desire to distinguish herself from 
Marcos’ authoritarianism meant that it was clear Cory would unambiguously choose for the 
latter. For this reason, she was not prepared to use her stature to make bold moves: “re-
distributive reform was sacrificed for democratic consolidation which established democratic 
institutions in the post-Marcos Philippines” (Kasuya 1995, 32).  
Contributing to the perception of such a trade-off was the earlier mentioned problem 
of institutional instability. Aquino was not prepared to fundamentally alter the status quo by 
violating the property rights of the wealthy205, since that would endanger the preservation of 
rule of law. Moreover, in Cory’s “very religious” (De Dios, interview, July 2002) 
interpretation of social justice, private property rights played an important role. Injustices 
done to elite families, in terms of acquisition of part of their wealth by the Marcos clique, 
were to be undone, in spite of the fact that such simple moves hardly contributed to a 
reduction of inequality in Philippine society. However, as Anderson (1995) argues, the 
preservation of such ‘rule of law’ essentially was a means of dominance, since the law was 
made by the oligarchs. If rule of law were taken to mean defending property rights, it implied 
a continuation of inequality. Cory seemed to be prepared—even gladly—to pay that price.  
In cases where the regionalist card was played, for example by the Movement for an 
Independent Negros, not only ‘rule of law’ but also cultural characteristics were brought 
forward as an argument. Land reform, instigated by the central government in Manila, was 
alien to the specific nature of society in places like Negros. Reform would thus not only upset 
formal institutions like property rights, but also informal ones, disrupting the social order. As 
Negros Occidental Governor Daniel Lacson once argued: “We are not culturally ready to 
accept sweeping land reform. The workers can not make decisions about running the land” 
(Manila Chronicle, 23 June, 1987, 11).  
 All this caused Aquino to leave land reform to Congress, probably fully aware that in 
a House dominated by people with substantial interests in landholding, reforms would be a 
slow and moderate affair206. Rather than upsetting social structures and thus endangering her 
cherished democratic institutions, Aquino chose to forgo meaningful re-distribution; in fact, 
given the constant threat of violent overthrows from the Right, she probably felt she did not 
really have a choice (Aquino, C. 1992, 5). She would have preferred both democratic 
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 Unless the wealthy had become so due to their relations with Marcos, such as her estranged cousin Eduardo 
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 This make-up of Congress obstructed any meaningful reform. Among Members of the House, 132 of the 199 
had interests in land and agriculture (Gutierrez 1994 36-40). The 29-member Committee on Agrarian Reform 
included at least 12 members with sizeable interests in landholdings, agriculture, fishponds etc. By the end of the 
first session, the committee had received 10 bills to limit the scope of agrarian reform (ibid, 12-3). Long after 
CARL was adopted, such moves continued. 27 Mindanao representatives, all landowners led by Davao City Rep. 
Manuel Garcia, filed House Bill 1967 providing for the suspension of agrarian reform in Mindanao until 2020, 
arguing it clashed with regional industrialisation policies.; Davao del Sur Rep. Benjamin Bautista filed House 
Bill 1507 excluding among others fishponds from the CARL (he owns one) (ibid , 40). 
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consolidation and meaningful reform, but under the given circumstances she did the best she 
could do, as the odds against her were simply too high.   
Class Interest 
An alternative, or at least complementary explanation for Aquino’s lack of action, 
however, was her class and socio-economic background (Aquino, B in Abueva and Roman 
1993a, 14). Being from a powerful land-owning family herself, she perhaps did not really 
have an interest in far-reaching land reforms. The highly symbolical reform of Hacienda 
Luisita, owned by the Aquino family, can serve as an illustration. On the increasingly rare 
occasions that Aquino boasted about her achievements207 the reform of Hacienda Luisita was 
highlighted as a case of successful land reform (for example: Aquino, C. 1992). However, 
although the Hacienda had indeed been subject to land reform, Aquino’s family had opted for 
a stock distribution scheme to do so. Such stock distribution schemes were highly 
contentious, since in the eyes of many, they did not represent genuine land reform. Indeed, in 
the case of Hacienda Luisita, “the estate remains intact, with well-kept stables for the family 
race-horses and an 18-hole golf course surrounded by the thatched huts and wooden 
bunkhouses of plantation workers. The only difference is that the workers get $43 more a year 
in dividend from the Cojuangco holding company” (Coronel 1991, 169). Rather than being a 
showcase of successful reform, Hacienda Luisita thus became a symbol of Aquino’s 
ambiguous stance towards land reform: fully in favour rhetorically, perhaps more or less in 
favour personally, unable to resist pressures from her family, and settling for half-hearted 
measures eventually. In this perspective, Aquino did not just fail; as many critics claim, she 
wilfully “betrayed the promises of EDSA” (Department of Economics, Ateneo de Manila in 
Abueva and Roman 1993a, 29). In spite of the rhetoric, the Aquino administration re-
established a society controlled by traditional elites at the expense of the poor. The People’s 
Power of 1986 had been subverted into elite dominance once more, as the government let 
inequality increase and society become even “more exploitative, with privileged families and 
groups better able to extract wealth from the peculiar ‘democracy’ instituted by the Aquino 
regime” (Escalante et al 2000, 312). The case of land reform thus leaves plenty of room for 
the “left-wing instrumentalist view that the Aquino government was basically no different 
from the past six Philippine regimes…(and) that the Aquino government was merely an 
instrumental tool of the dominant classes” (Tiglao 1992, 77).  
B. LIBERALISATION AND ECONOMIC GROWTH 
A second challenge facing Aquino with regard to social justice was the liberalisation of the 
economy. This was a project perceived necessary for two reasons. First, no poverty alleviation 
was possible without solving the economic crisis inherited from the Marcos regime. Without 
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getting growth back on track, there were no real prospects for the poor masses. The middle 
classes, having suffered under the economic difficulties of the later Marcos years, also longed 
for a turn in economic fortune. They had—voluntarily or not—given up their political rights 
for economic prosperity, ending up without either. If Aquino wished to undo everything 
Marcos had done, she needed to restore growth.  
Another reason for liberalisation had more directly to do with social justice. Not only 
economic rationality, but justice also demanded breaking down the structures of privilege 
created by the crony empires of the Marcos regime. Monopolies and subsidies had been 
awarded, price controls established and protectionist measures been designed, all with—at 
least partly—the intention of rewarding loyal followers. These measures needed to be undone 
and a fair, level playing field needed to be created again. Since government intervention had 
resulted in patronage and perks, it needed to be kept to a minimum. The dual objective of 
liberalisation is illustrated by remarks of Finance Secretary Jesus Estanislao and Aquino: 
“The economy and financial system inherited…in February 1986 were structurally flawed and 
had stopped growing. The challenge since then was to introduce the required structural 
reforms to make the economy operate within a competitive market system in conformity with 
the country’s democratic ideals” (Estanislao 1992, 352); “A key link in breaking the bondage 
of poverty and what has been called the curse if underdevelopment is a liberal economic 
environment that encourages and supports the pursuit of a prosperous life with dignity” 
(Aquino 1991, 17). Liberalisation of the economy was thus not only important in itself: it was 
part of the democratic project. 
The conditions prior to the Aquino presidency 
The problems that ultimately led to the fall of Marcos were to a large part economic in nature. 
Marcos himself had sought to defend his turn to martial law in 1972 by pointing out that 
authoritarianism might be accepted by the people, as long as it brought about order and 
progress. However, in the early 1980s, a balance of payments crisis, falling growth rates, and 
an armed insurgency that had only grown in seriousness since the beginning of martial law, 
made it became increasingly clear that Marcos could not deliver these ‘developmentalist’ 
goals. Whereas martial law had provided a once-in-a-generation opportunity to bring about 
meaningful reforms in Philippine economy and society, and many people initially believed 
Marcos was on the right track to deliver these reforms, the general perception of the regime 
had gradually become one of a corrupt, repressive and failing ‘kleptocracy’. 
The economic structure Marcos had created was, in spite of all the rhetoric, in many 
ways a continuation of the past. To create the necessary support for his regime, Marcos 
rewarded elements of the elite with special privileges and opportunities for rents. Since rents 
do typically come about through government intervention, this required a relatively 
interventionist state. The Marcos administration sustained state support for chosen businesses, 
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through the creation of monopolies (for example, coconut processing in UNICOM, or 
PHILSUCOM and NASUTRA for sugar), protectionism, and easy credits. This kind of crony 
capitalism created enormous business empires and wealth for the lucky few, such as Lucio 
Tan, Benedicto, and Cojuangco, but brought little prosperity for the majority. In addition, the 
extensive political allocation of funds, for example through state owned financial enterprises 
such as the Development Bank of the Philippines and the Philippine National Bank, put a 
drain on government resources and laid a time-bomb under the financial system in the 
Philippines. The extent of the government intervention and the problematic nature of it can be 
seen through the fact that if the budgetary burden of government controlled corporations 
would have been netted out of total government expenditures, the government would have 
posted a surplus instead of a budget deficit of 2.3% of GNP between 1975 and 1984 
(Manasan 1995, 3). In contrast to expenditures, factor productivity in public enterprises was 
about 9 times lower than in the whole economy in 1980-81. Returns on assets were low or 
negative; just thirteen non-financial corporations brought about losses of 2.3-4.5% of GNP. In 
1982, Government Financial Institutions owned 44% of the total assets of the banking system 
(53% including private banks with special links to government) (Jayasuriya 1992, 64-5). In 
1986, after the fall of the Marcos regime, it was revealed that no less than 86% of the assets of 
the Development Bank of the Philippines and 67% of the Philippine National Bank were non-
performing (Hutchcroft 1998, 188). 
This system depended for its continuation on the ready availability of foreign credit. 
During most of the 1970s this was not a problem, but from the late 1970s onward, cheap 
international credit began to dry up and problems began to emerge. The growth that had been 
achieved in the 1970s turned out to have been unsustainable and had led to huge debts, 
foreign exchange shortages and a weak financial sector. To deal with these problems, the 
Philippines negotiated a Structural Adjustment Loan of $200 billion dollar with the World 
Bank in September 1979, on the condition of (among others) trade liberalisation (Lindsey 
1992, 85). However, even during these negotiations, the newly appointed Minister of Trade 
and Industry Roberto Ongpin launched a heavy-industry programme, the so-called “eleven 
major industrial projects” (Jayasuriya 1992, 60), which was clearly out of line with the 
agreement.  
Crisis 
The problems that had been simmering underneath the surface began to come out into 
the open when Dewey Dee, a Chinese-Filipino textile manufacturer and banker of a rather 
dubious reputation, fled the country on January 9, 1981, leaving behind almost $85 million in 
debt. In the context of an already shaky financial system, this caused a widespread bank run, 
eventually leading to the closing of two prominent investment houses and changes of 
ownership of several banks (Hutchcroft 1998, 150). The government started to bail out 
financial institutions, but seemed to put priority to crony corporations. Because the 
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government was dependent on international financial support, however, it needed to send a 
clear message that crony capitalism was being tamed; appointing technocrats as Virata, Laya, 
and Roberto Ongpin, in which the international financial community had a lot of confidence, 
served this purpose (Hutchcroft 1998, 156). In reality, the hands of these technocrats were 
tied; after his appointment as governor of the Central Bank in 1981, the crisis atmosphere 
forced Laya to focus all his attention on short-term rescue operations, instead of addressing 
the fundamental weaknesses of the system. At the same time, practices like the allocation 
foreign exchange swaps to cronies continued, placing a huge burden on the CB208.  
In the following years, the economic problems therefore aggravated; in spite of the 
intentions, the immediate consequence of the World Bank induced trade liberalisation 
programme was not an increase of exports (merchandise exports dropped by 7% in 1982) but 
rather a sharp increase in imports of services by 25%. Balance of payments shortages began to 
emerge and the loss of confidence in the Philippine economy began to cause serious capital 
flight, accelerating further after the murder of opposition leader Benigno ‘Ninoy’ Aquino in 
August 1983. In October 1983, the Philippines faced a severe balance of payments crisis. In 
response the Marcos administration re-imposed restrictions on foreign exchange transactions. 
In addition, a debt moratorium was introduced. By this time, it was only the trust of the 
international financial community in the management of people like Virata and Laya that 
stopped the Philippine economy from downright imploding. When it turned out in December 
1983, however, that the Central Bank authorities had wilfully overstated foreign reserves by 
$600 million in order to attract loans and investment, even the most astute believers in the 
Philippine government’s ability to manage the economy gave up. In January 1984, Laya was 
replaced as Central Bank governor by Jose Fernandez, until then head of the Far East Bank, 
seen as one of the better managed banks in the country (Hutchcroft 1998, 102-4). With 
inflation reaching levels above 50%, immediate action was essential. Fernandez confronted 
the crisis by issuing the so called ‘Jobo-bills’, high interest bills meant to tighten the monetary 
base and stabilise the currency, while simultaneously supporting the banking sector. Although 
the measure was effective in curbing the crisis in the financial sector, it put an additional drain 
on CB resources, and tended to be biased towards the big, well-connected banks. The efforts 
at trade liberalisation, meanwhile, had been thwarted by the balance of payments crisis of 
1982-1983. Although average nominal tariffs dropped from 43% in 1980 to 28% in 1985, and 
quantitatively controlled items were reduced by 50% causing effective protection rates to be 
reduced by 50%, and ‘banned’ items to fall from 1038 to 193 (Jayasuriya 1992, 60), the 
restrictions on foreign exchange transactions imposed in response to the crisis effectively 
ended liberalisation, thus postponing structural adjustment of the Philippine economy. These 
stabilisation measures triggered a serious recession; the economy shrunk by 5.5% and 4.1% in 
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Embedding Economics 
244 
1984 and 1985 respectively. High costs of credit caused by the Jobo-bills caused many firms 
to stop operating (Hutchcroft 1998, 172).  
It was in this context of economic difficulties that Marcos in November 1985 
announced the snap elections that would prove his downfall. Three months later, Corazon 
Aquino was president of an impoverished nation in a state of deep economic crisis. The 
problems were severe; but with Marcos gone, the path to recovery finally lay open.  
Liberalisation of the Economy 
When Aquino became president, the economy had shrunk by almost 10% in two years 
(Alburo et al 1986, 13), the country faced a gigantic foreign debt, and the financial sector was 
in shambles. It had become increasingly evident that the system created by Marcos, which 
was initially presented as a developmentalist effort to break the power of economic elites and 
create a more participatory political and economic system, had evolved into systematic 
plunder of the state by Marcos and a few of his cronies. Meanwhile, all efforts by technocrats 
to meaningfully reform the economy over the years had failed, corrupted by cronyism, or 
simply thwarted by lack of directed political will. However, the fall of the Marcos regime 
created a brand new opportunity for reform.  
The overall economic strategy of the Aquino administration was set out in the so-
called ‘Yellow Paper’ (ibid 1986)209 and in the Medium Term Philippine Economic 
Development Plan 1987-1992 (NEDA), which was approved and proclaimed by the Cabinet 
in December 1986. In the short run the strategy existed of fiscal policy measures meant to 
stimulate demand. In the medium-term, the Plan proposed a market and private sector based 
strategy. As Aquino made it clear during her visit to the United States in her first year as 
president, “the Aquino administration will refrain from going into business where private 
initiative will be adequate” (Aquino 1986b), since “the Philippines has a strategic vision of 
what it must do in order to build a strong national economy over the long term. In the same 
way it runs an open government, the Aquino administration opts for a more open economy” 
(Aquino 1986a). The emphasis would lie on agricultural development, because this was 
considered to be the most effective way to alleviate poverty. This strategy meant a break with 
the import-substitution industrialisation policies of the Marcos regime and before that. It 
would require bringing down protection, creating flexible exchange rates, deregulating capital 
markets and creating a more progressive tax structure. Even before the plan had been 
approved by the Cabinet, several initiatives had taken hold. Starting to control the foreign 
debt and securing access to foreign credit was one of the most urgent matters. 
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 The ‘Yellow Paper’ or “Economic Recovery and Long-Run Growth: Agenda for Reforms (Preliminary 
Report)” as it was officially known, was a document prepared by an important group of economists after the 
EDSA revolution. In spite of its lack of an official status, it proved very influential.  
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Debt 
In April 1986, the Aquino government started negotiations with the IMF and was 
granted a standby credit facility in October of that year. Additionally, in the same month, the 
Philippines attempted to negotiate a multiyear restructuring agreement (MYRA) with its 
foreign commercial bank creditors covering $7-8 billion in principal payments due between 
1987-1991. The Central Bank got an extension of the $2.9 billion 2-year trade credit facility 
originally due in end 1986. Negotiations with Advisory Committee of foreign commercial 
bank creditors broke down later, however (Villegas 1987, 201).  
Handling the debt proved not only the most urgent, but also one of the most 
contentious issues in the economic policy. Although some perceived it necessary for the 
Philippines to service all its debts in order to re-establish trust and be able to acquire new 
credits, others argued for selective debt repudiation. They pointed out that many of the loans 
had been willingly provided under corrupt circumstances and were the responsibility of the 
financial institutions that had granted them. The debt issue split the administration in two 
camps; on the side arguing for complete repayment were Central Bank governor Jose 
Fernandez, Secretary of Finance Jaime Ongpin, and later, Vicente Jayme, and Secretary of 
Trade and Industry José ‘JoeCon’ Concepcion; in other words, the defenders of big business. 
On the other side stood technocrat Solita Monsod, Director General of NEDA and Secretary 
of Planning, who proposed a two-year moratorium on debts followed by selective repudiation. 
She was backed by the analysis in and the economists behind the Yellow Paper (Alburo et al 
1986, 46-9). The issue reflected a deeper political problem for Aquino, namely the problem of 
political legitimacy. As argued, there were two reasons for Aquino to follow a liberal 
economic strategy; first, it was deemed necessary for growth, and second, it was part of the 
democratic project. With regard to debt, however, these ideas conflicted with each other. 
Whereas justice demanded that only debts that were not tainted with fraud should be repaid, 
business feared that anything short of complete repayment would scare away much-needed 
investment (Tiglao 1992, 78)210. The camp arguing for complete repayment won the game; in 
September 1986, Aquino promised that the Philippines would honour all its debts (Boyce 
1993, 331). Efforts to reschedule debts continued however. In July 1987, an agreement with 
483 creditor banks was signed to reschedule $13.2 billion of commercial loans due between 
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 However, to equate the business-vision with an objectively necessary strategy for growth position is 
problematic. Solita Monsod’s position was certainly based upon economic reasoning as well—perhaps even 
more so. She argued that the complete and immediate repayment prevented the Philippines from bringing about 
sustainable economic development, which needed, at least in the short run, expansionary fiscal policies to 
stimulate the economy (Abueva 1999, 470). Part of this difference of opinion could be attributed to the fact that 
the people representing business defended other interests than people like Monsod, who were concerned with 
macro-economic issues. In addition, the contrast between neoclassical and Keynesian economic thought might 
have played a role.   
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1987-92. Additionally, an agreement with the Paris Club was signed for rescheduling $870 
billion of foreign debts (Hernandez 1988, 235)211.  
Privatisation 
Part of the huge public debt was caused by the acquisition of failing companies and 
financial institutions by the government in bailout operations during the crisis. As pointed out 
before, these operations had usually not been performed on basis of economic merit, but on 
the basis of cronyism. The result was that state-owned financial institutions like the 
Development Bank of the Philippines and the Philippine National Bank were practically 
bankrupt. It also meant that the state had become the owner of a large number of enterprises 
that were now losing money. The Aquino government made it a priority to privatise 
Government Owned or Controlled Corporations and dispose its non-performing assets 
(Aquino 1986b). As a means to do so, Aquino set up the Asset Privatization Trust to sell $5 
billion worth of assets. Although Aquino had expressed her commitment to liberalisation and 
private enterprise (“the Philippines now has a government that sees private enterprise as the 
empire of the economy” (Aquino 1986b)), however, privatisation initially limited itself to the 
re-disposition of assets acquired in bailing out operations. In addition, it even took some time 
to gain momentum with respect to that (Asiaweek, October 2, 1987). It was not until Ramos 
that further deregulation and privatisation would begin to take place.  
Trade 
In the sphere of international trade, reforms were instigated too. Aquino had promised 
an agriculture-led, rural-based, poverty reducing development strategy. An essential part of 
such a strategy was to eliminate the distortions in the economy benefiting industries oriented 
at the domestic market at the expense of agriculture. Thus, trade liberalisation formed an 
indispensable element of the economic policy of the Aquino administration. Efforts started in 
1986. On 1460 items, quantitative restrictions were removed, most of them (1230) between 
1986 and 1988 (Jayasuriya 1992, 61). Simultaneously, the tariff code was amended. However, 
the average tariff rate stayed at 30 % with manufacturing enjoying much more protection than 
agriculture. The tariff restructuring was mostly a means to compensate removal of 
quantitative restrictions; effectively, little changed. Thus, most of the distortions remained in 
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 The debt issue continued to rake up a lot of controversy. In 1988, a Freedom from Debt Coalition (FDC) was 
formed, chaired by Professor Lionel Briones. It brought in three points in opposition to government policies. 
First, during 1985-88, for the first time in years there was a trade surplus, but because of debt payments, net 
resource transfers were still negative. Secondly, debt service had been carried out at expense of the poor. 
Thirdly, Philippine economic independence was at stake, since the Philippines had become subservient to the 
dictates of IMF.  
In lieu of the government policy, the FDC proposed a ceiling on debt service payments of at most 10% of export 
receipts; a repeal of presidential decree 1177 (Automatic Appropriations Act), which automatically set aside 
30% of the annual national budget for debt servicing; a temporary reprieve from any debt servicing until the 
Philippines would again be in a position to pay; and outright repudiation of debts that did not benefit the country 
in any way, but were diverted to private accounts of persons close to President Marcos instead (Hermoso 1994b, 
91-2).  
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place; import substituting manufacturing continued to enjoy protection at the expense of 
agriculture (Montes 1992, 93-4). Moreover, the pace of liberalisation slowed down after 1988, 
until the point that import-levies were re-implemented in 1990 to prevent an impending 
balance of payments crisis.  
Debate about the issue of trade reform took place along more or less the same lines as 
the debate about debt repudiation. On the one hand, there were technocrats like Secretary of 
Planning Solita Monsod and other people from NEDA, pushing for reform. They were 
complemented by international financial agencies and export-oriented business, organised in 
groups like the Makati Business Club and Financial Executives Institute (Tiglao 1992, 81-83). 
In this case, however, external pressures were on the side of the technocrats. In the context of 
ASEAN, these matters were discussed as well, resulting in an agreement on tariff 
liberalisation and promotion and protection of intra-ASEAN investment, at the 14-16 
December ASEAN summit in Manila. Discussions about aid, for example in the Philippine 
Assistance Plan, were tied to liberalisation as well.  
On the other hand, the interests of the old import-substitution industries were defended 
by the Department of Trade and Industry, with José Concepcion at the helm, and the 
Philippine Chamber of Commerce and Industry (ibid, 81-83). Their, perhaps surprising allies 
were left wing groups who considered IS-industrialists to be a progressive ‘national 
bourgeoisie’ (Rivera 1994a)212. Although the industries that were most dependent on 
cronyism, easy credits and state support had already disappeared or were weakened by the 
crisis of the late Marcos years, vested interests continued to put a mark on policy. The most 
obvious example of such influence was the continued protection of white appliance industries 
(refrigerators, air conditioners etc.), in which Concepcion had a strong interest (De Dios, 
interview, July 2002). To make matters more complicated, the issue of trade reform was also 
interwoven with budget and balance of payments considerations in the short run.  
At the start of her administration, Aquino, who commenced with a very strong popular 
mandate and almost revolutionary powers, seemed to promise meaningful liberalisation. 
However, over the years, vested interest groups slowly began to get hold of the economic 
policies, and reforms tended to become slow or selective. Additionally, the economic 
recovery of the early Aquino period was to a large extent fuelled by an expansionary 
budgetary policy, as planned in the Medium Term Development Plan. By 1989, problems 
began to emerge however, as budget deficits grew and the exchange rate began to be 
overvalued again. On the political front, several coup attempts made Aquino’s position 
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 This stance is made clearer in a remark by economist and Manila Standard columnist Chikiamco: “The ... 
paradox is that the rentier capitalists in this country are allies of its sworn class enemies, the Left. The Left 
believes in protecting local monopolies and erecting barriers to entry through such mechanisms as price control 
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because of a superior product or service, but because of its privileged position, it doesn’t need to treat its workers 
well. What unions, even radical ones, perceive as generous benefits are the crumbs of monopoly profits” 
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increasingly fragile. All in all, there was a widespread perception that the reforms had lost 
momentum and that the Aquino government was on the defence, with hardly any other 
ambition than sitting out its term until 1992. Thus, in the field of economic reforms too, 
Aquino began to be assessed as a weak president, unable to push through her own policy line 
independent of interests groups (Roces 2000).  
The December Coup: A Change of Tides? 
In this context, an almost successful coup in December 1989 proved something of a 
change of tides. When the crisis finally was subdued, the consequences for the liberalisation 
programmes were mixed. On the one hand, the sense of crisis caused government and private 
sector leaders to work together to rebuild the badly shaken economy (Manila Chronicle, 
Focus, December 12, 1989). The coup had done much damage to the position of rightist 
elements within and outside the government, such as José Concepcion and Jose Fernandez, 
who had often opposed trade reforms. Also, loyal allies of the government, such as the 
Church, called on the administration to finally make haste with reforms, cautiously suggesting 
that their loyalty had its limits (Sin 1990). In response to the coup, therefore, the government 
tried to recoup the initiative, by appointing more reform-oriented technocrats to key positions. 
The appointment of Jesus Estanislao as Secretary of Finance and the replacement of Central 
Bank governor Jose Fernandez by Jose Cuisia were examples of this trend.  
While the ambition and political will to undertake reforms returned as a consequence 
of the coup, possibilities had been limited by it. The coup led to a lot of political instability in 
the short run, and meant a significant delay in economic decisions. The costs of this in terms 
of FDI directed elsewhere were high, resulting in balance of payments difficulties. Fiscal 
deficits mounted as well. As a consequence, government was forced to impose new import 
levies, going against the general liberalisation strategy (Paderanga 1992, 26). The overall 
result was that, although political opposition to economic policy reform was reduced, now the 
government’s freedom of movement was constrained by macro-economic conditions. These 
problems were exacerbated by a series of natural disasters hitting the Philippines in 1990 and 
1991, and the oil price shock resulting from the first Gulf War.    
The budgetary consequences of these adverse conditions also gave reformist forces 
some kind of political leverage, however. Issues like the reduction of fuel subsidies could 
only be addressed when the Gulf War gave the government an objective and compelling 
reason to do so (although even with that 32% price hike, prices remained below market level). 
Internationally, the reform initiative was endorsed by a foreign aid initiative called the 
Philippine Assistance Plan, or the Multilateral Aid Initiative. This programme commenced in 
July 1989, with 19 countries and 7 international financial institutions discussing economic 
development programs and economic assistance at a meeting in Tokyo, pledging $3.5 billion 
of aid (Timberman 1990, 174; Scott Thompson 1992, 47). The crisis triggered by the 
December coup had created an even stronger need for this aid in the Philippines. When at a 
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new meeting in March 1990 it was made clear that foreign aid would only be forthcoming if 
the Philippines stayed within the IMF programme, and especially within its budget deficit 
targets, this provided the reformists with extra ammunition. In response, Secretary of Finance 
and Director of NEDA Jesus Estanislao put forth a very ambitious ‘100-day reform agenda’, 
of which tariff liberalisation formed the first major element213.  
This agenda formed the basis for negotiations within the Cabinet, mainly between 
Estanislao and Concepcion. The tariff-reform element of the agenda was finalised on July 19 
in the form of Executive Order 413, as a presidential decree. Two weeks after that, however, 
Aquino suspended the order already, in response to fierce criticism from within and outside 
Congress. The main objections of Congress were the lack of consultation, and the presumed 
immediate effect on employment. The fact that many potential candidates, such as Speaker 
Ramon Mitra, already began to warm up for the presidential elections, made it very hard to let 
such a controversial decision pass through Congress, as few dared to put their names under it. 
Finally, in October 1990, Aquino withdrew EO413 altogether. Subsequently, new tariff 
reform initiatives were discussed among the Ways and Means Committee of Congress, 
representatives of NEDA, such as Secretary of Planning Cayetano Paderanga, the Department 
of Finance, led by Estanislao, DTI, the Tariff Commission, and the Philippine Chamber of 
Commerce and Industry (PCCI). It then took until July 1991 for the new EO470 on tariff 
reform to pass, which was scheduled to take effect in July 1992. Although this act settled the 
reduction of tariff rates and the closing of the gap between the protection of agricultural and 
manufacturing goods, the actual assignment of tariff rates was left to be worked out by the 
Tariff Commission214. Additionally, tariff reduction took place before removing quantitative 
restrictions, thereby effectively enlarging the protection of quantitatively protected industries 
(Montes 1992, 99-100).  
Perhaps the more important element of the tariff reform was not the reduction of 
tariffs, however, but the move towards a more uniform tariff distribution. In a context of 
fierce lobbying, strong vested interests, and a judiciary widely perceived to be corrupt, 
elimination of exemptions and discretion in tariff decisions enhanced the leverage of the 
technocratic bureaucracy, thus increasing the potential for future reductions in tariffs (De 
Dios, interview, July 2002). External commitments, such as the AFTA agreement of 1991, 
which set out to remove tariff barriers within ASEAN, increased the leverage of reformist 
bureaucrats as well, by restricting their freedom of movement and obligating them to a 
specific course of action. Although this also precluded the possibility of protecting certain 
industries because of dynamic economies, thereby hampering Philippine efforts to upgrade its 
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 Ironically, of course, reduction of tariffs, although in line with the reformist agenda and analysis of the 
situation, would make it harder to meet budgetary targets. 
214
 The Tariff Commission is a commission established by Congress to manage tariff setting, classify 
commodities and research economic effects. It has some jurisdictive powers, and has the right to propose tariff 
reforms to Congress. Its approach to tariff reform is essentially technical and procedural, rather than political. 
(Montes 1992, 99) 
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industrial base, such efforts were considered to be destined to be swamped with lobbying 
efforts leading to inefficient decisions anyway, given the political economy of the Philippines 
(De Dios, interview, July 2002). They did set the stage for the more significant liberalisation 
policies ensuing under the Ramos administration, however.  
All in all, attempts at economic reforms under Aquino did not bring the success that 
had been projected. Although one might argue that the Aquino administration laid the 
groundwork for the reforms under Ramos, progress had been rather piecemeal. Moreover, in 
spite of increases in growth and investment in the first two years, which was largely driven by 
pump-priming and favourable external conditions (such as the Plaza Agreement215), the 
reforms did not bring the kind of economic progress hoped for. At the end of Aquino’s term, 
in 1991, the economy was shrinking again, as inflation rose to more than 17% (Brillantes 
1992b, 145; Paderanga 1992, 26)216. It seemed the Philippines was still not on its way to 
become the next NIC.   
The Obstruction of Reform 
Although strong forces existed within the government in favour of neo-liberal economic 
reform, such reforms never really gathered steam under Aquino. Lack of political will, the 
desire to appease simultaneously the leftist and rightist elements of the coalition, political 
instability, lobbying by interest groups and adverse macro-economic conditions played a role. 
Initially, Aquino seemed committed to market-conform reforms. In her first speeches, she 
made it clear that the free market was the way through which she envisaged the Philippine 
economy would develop (Aquino 1986a; Aquino 1986b). Technocrats seemed to take the 
same line. In the Yellow Paper, an impressive array of economists and policy makers were 
united to offer the Aquino government policy advice. There was thus a perceived consensus 
about the direction of economic policy, fuelling high expectations. The market distortions 
created by Marcos kleptocracy needed to be removed; the Philippines needed to open up its 
economy; the government needed to take a step back. If all that occurred, there was nothing 
stopping the Philippines from becoming the sixth or seventh NIC.  
The hopes of technocrats with respect to the Aquino regime had everything to do with 
their frustrations about the Marcos’ administration. In theory, Marcos’ government had been 
in line with developmentalist logic; sound economic management, leading to high growth 
rates, justified a reduction of civil liberties. In practice, however, neither sustained growth nor 
civil liberties were present. Yet, the idea had allured a particular set of people, “a bien-
pensant proto-technocracy, which also included graduates from American universities. Drawn 
from much the same social strata as the radical intelligentsia, it was enraged less by the 
injustices of cacique democracy than by its dilettantism, venality, and technological 
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 Which, as in the case of Malaysia, triggered an inflow of Japanese investment.  
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 When interpreting these figures, however, one has to take into account that 1991 saw the devastating volcanic 
eruption of Mount Pinatubo, flash floods in Leyte, and the negative consequences of the first Gulf War.  
A Fairy-Tale Gone Sour 
 251 
backwardness. This group also deeply resented its own powerlessness. When Marcos 
eventually declared Martial Law in 1972 and proclaimed his New Democracy, it flocked to 
his standard, believing its historic moment had come.” (Anderson 1995, 19).  
Although technocrats continued to hold high positions in the Marcos’ government (the 
positions of Virata, Laya, or Roberto Ongpin serve as example), they could not prevent the 
regime from retrogressing into a mismanaged crony empire. The promise of economic 
progress vanished before their eyes, when the early 1980s turned into one prolonged 
economic crisis, exacerbated by the mismanagement of Marcos. Thus bereaved of the one 
thing they had been compelled to give up their political rights for, technocrats, and middle 
classes in general, flocked to the opposition, with EDSA as final result.   
In their view, the removal of Marcos held a huge promise. “The restoration of an 
open-market press, greatly expanded freedom for assembly and organization, and the 
crumbling of the crony monopolies and monopsonies, filled the various sectors of the middle 
class with giddy exhilaration. They could be fully themselves once again. Business 
confidence would be restored and the Philippines rerouted onto the path of progress. Good 
Americans were on their side. Honest technocratic expertise would at last be properly 
appreciated and rewarded.” (ibid, 24-25). Yet, it turned out, the Aquino government 
appreciated and rewarded technocratic expertise still less than desired. There certainly was 
goodwill towards them; but they had no monopoly on such goodwill. The history of Jaime 
Ongpin illustrates this point. Ongpin217, the motive force behind the Convenor Group, had 
already in 1981 begun to deliver speeches critical of Marcos regime before business groups. 
As president of the Benguet Corporation (a multinational firm) he was the first among the 
captains of industry to speak out against ‘crony capitalism’. When Aquino rose to power, 
Ongpin was appointed Finance Secretary. In this position, he renegotiated foreign debt, 
redesigned the tax structure, pushed for privatisation, deregulated monopolies, reduced trade 
controls, and turned the country around within 2 years; in other words, did everything 
expected from a capable technocrat. However, this course brought Ongpin into conflict with 
Joker Arroyo, Executive Secretary, leaning towards the nationalist-left218. Aquino—instead of 
making a real decision and setting a clear course—dismissed both, though Ongpin was 
dismissed notably less friendly than Arroyo. He allegedly committed suicide afterwards.  
Such events brought some critics to conclude that Aquino was being manipulated by 
Marxists (Abaya, Manila Chronicle July 1 and 3 1992). The belief that this was the 
government that would give technocrats their rightful place diminished, making this yet 
another sense in which Aquino betrayed the promises of EDSA. Efforts to make her steer a 
more rightward course emerged as a consequence; conflicts with the RAM and Laurel were 
illustrative. The coups could be seen in this perspective, especially since the history under 
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 Brother of Roberto Ongpin, a technocrat serving as Finance Secretary under Marcos.  
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 As noticed, the left was a strong ally of many crony capitalists—the national bourgeoisie—as both tended to 
defend protectionist structures.   
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Marcos had shown that “in order to implement their model of development, they (i.e. 
technocrats) were not, in principle, opposed to joint technocratic-military rule” (Mackenzie 
1987, 6). Such a change turned out not to be necessary anymore, however, as the last two 
years of Aquino’s presidency, under the custody of Ramos, reflected a more rightist course, 
speeding up reforms. It was not until Ramos became president himself, however, that reforms 
really took off.  
7.2. The Aquino Reforms: the quest for genuine democracy 
The alleged failure of most of the economic reforms, and certainly the land reforms, could in 
part be attributed to a lack of will of Aquino. Although it is not clear whether she was not 
committed to these issues, it is clear that her priorities lay elsewhere. This touches upon a 
crucial difference of opinion between Aquino on the one hand, and many of her initial 
supporters on the other. Whereas almost everyone agreed upon the necessity of reforms, there 
were strong differences about the question whether the primacy was one of economy or of 
politics. Aquino herself strongly opted for the second—at least, publicly. To her, her mandate 
was primarily to restore, or better yet, create genuine democracy. Since genuine democracy 
also covered social justice, both economic growth and a more equal distribution of 
opportunities were in order. This implied the economic reforms discussed: breaking down 
protectionist structures, structures of privilege, and doing away with cronyism. The 
liberalisation and privatisation projects instigated under the Aquino administration should 
then be seen as an instrumental part of a set of reforms, ultimately aiming at creating a 
genuine democratic society.  
An alternative view, presented by the small group of technocrats, was that economic 
reforms were the crucial element. In this reading of history, Marcos’ downfall was attributed 
almost solely to the fact that his policies led to economic crisis, not to the repression and 
violations of rights. Aquino simply had to be a better manager than (especially the later) 
Marcos had been, in order to become a good president and bring about strong economic 
growth. Formal democratic structures needed to be restored, but mainly because they had 
proven to perform better in providing law and order than authoritarianism, and law and order 
were essential ingredients for economic progress. Adherence to democratic structures, in this 
view, in the extreme was merely conditional upon the achievements of democratic 
management. Since the beneficiary effect upon economic growth of measures like land 
reform, grassroots democracy and reducing inequality was less obvious, the primacy of 
economics-version tended to have a rather more limited view of the reforms that were needed.    
With Aquino as president, it was obvious that the vision in which politics was primary 
would be dominant. Cory felt she had a mandate to restore or create a genuine democratic 
society in the Philippines. Aquino, member of two influential political families, the 
Cojuangco’s and the Aquino’s, was in a sense the ideal person to do so. On the one hand, she 
lacked any direct political experience, and in spite of being the widow of the murdered 
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opposition leader Benigno Aquino, she had not even played the role typically expected from 
wives of politicians (Roces 2000). Although her inexperience would be used against her—
Marcos once calling her a simple housewife—it was also something of a boon in a society 
that had developed a deep distrust for politicians. On the other hand, while she could present 
herself as an outsider, her background was still considered to give her a certain intuition for 
politics. Moreover, her interest in restoring democracy was clearly strong, as she had been 
affected personally by the drama of the Marcos dictatorship. The main question therefore was 
not whether she would restore democracy, but what kind of democracy she would put in 
place. Having risen to power mainly on an anti-Marcos platform, it was not clear at the outset 
whether Aquino would be interested in bringing about a kind of democracy that went beyond 
the restoration of electoral procedures and formal structures. She herself continuously claimed 
that she was. Critics, on the other hand, gradually began to argue that restoration of 
democracy had indeed only been that; restoration of the situation prior to 1972, which was 
democratic in name only (Lindsey 1992, 74, Aquino, B. in Abueva and roman 1993a, 13). 
Genuine democracy, on the other hand, entailed basically three things:  
a) Restoration of rule of law and democratic structures.  
b) Participation of the people.  
c) Social justice219.  
This is the agenda Aquino faced when she assumed the presidency in 1986. The first 
element included making sure that elections were the only accepted way of political 
succession, constitutionality, and the renewed subordination of the military to civilian rule. 
The second step was more ambitious: as Aquino felt that EDSA had been a movement of the 
people, who had not been given a voice in the authoritarian, centralised structures of the 
Philippine state under Marcos, there was a need to bring democracy to the people. Grassroots-
organisations had to be integrated in the government structures, and decentralisation was in 
order. The third part, social justice, we have discussed already. It could be seen as the 
developmental equivalent of participation, and as such was considered indispensably part of 
democratisation.  
These differences in interpretation make it difficult to provide boundaries to the 
subject under discussion here, since the boundaries themselves were so much part of the 
discussion. That some kind of economic reform was in order was something everyone agreed 
upon. However, to limit our discussion here to economic reform in the most narrow sense (for 
example trade liberalisation, macro-economic stabilisation measures, all performed by an 
unquestioned state) is to subscribe to one particular—not dominant—view that needs to be 
explained and positioned, rather than taken as a starting point. For this reason, the story of the 
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 Belinda Aquino (1990) mentions a more or less similar trio of demands. She mentions the demand for 
restoration of pre-1972 democracy (democratic structures), and a demand for major reforms in social justice and 
economic redistribution, which more or less translates into a pro-poor policy both in terms of social and political 
rights (participation) and economic welfare (what I call social justice here).   
Embedding Economics 
254 
reforms presented here includes elements not obviously economic in nature. However, I will 
try to present and discuss the story of the reforms as it has been told by the various players at 
the time. If they saw a need for a broader scope, we will have to take this broader scope 
seriously.  
A. RESTORING DEMOCRATIC STRUCTURES 
The Situation Before 
The political system that Marcos had sought to end imposing martial law in 1972 could be 
characterised as an ‘elite democracy’ (De Dios 1990), or an ‘oligarchy’ (Hutchcroft 1998). 
The Philippine state had copied the democratic institutions of its last colonial master, the 
United States. However, the kind of two-party democracy that the Philippines experienced in 
form between 1946 and 1972 differed importantly from the current democracy of the United 
States in content. As one author noted, it was probably as ‘democratic’ as Mississippi in 1900 
(Pringle 1980, 54-55). The two major parties, the Liberals and the Nacionalistas, alternated 
the presidency and the domination of Congress, both holding the presidency three times 
between 1946 and 1972, and winning roughly the same number of seats. Until Marcos, no 
president had won re-election (Kang 2002, 124). Although the two parties thus may seem to 
have held each other in balance, it has been argued that this two party democracy could be 
described more accurately as a one-and-a-half party system (Celoza 1997, 22). Parties were 
just considered to be instruments for the advancement of ones political career; no significant 
ideological differences existed between the Nacionalistas and the Liberals. They were both 
drawing support from the same social sources, large land-owners with extensive patron-client 
networks. Their power rested “primarily upon networks of vertical dyadic ties”, which tended 
to replicate the structure of the two party structure on the national level, in ‘bifactionalism’ at 
the local level (Kimura 1992, 57). Thus, behind the formal structures of the two party 
democracy, there was an elaborate system of network politics causing the Philippines to be 
governed by a few wealthy families, mostly landed elite, who pursued their own interests 
rather than to let ideology determine politics; the oligarchy (Hutchcroft 1998) of “caciques” 
(Anderson 1995). Familism and utang na loob (debt of gratitude) relations continued to be the 
primal focus for economic and political decisions. Political alignments tended to take place 
along these lines. The result was what may seem to be very opportunistic behaviour, 
especially evident in the widespread political practice of ‘turncoatism’, i.e. switching parties 
for the sake of one’s own career or that out of family obligations. Ferdinand Marcos, for 
example, ran for the legislature as a member of the Liberals, but won the presidency as the 
candidate for the Nacionalistas.  
 Another consequence of familism and utang na loob is the obligation of bureaucrats 
or politicians to offer favours to loyal followers, family members, or other persons to whom 
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one may be indebted, even if that means a violation of formal rules. The need for politicians 
to reward supporters and bestow family members with favours almost automatically led to 
strong government interference in the economy. This in turn, aggravated problems. Business 
conglomerates experienced an increasing dependence on political favours. However, politics, 
because of its volatility and lack of clear ideological content, presented a strong source of 
insecurity to companies. Businesses/families responded to this insecure environment by 
actively trying to influence politics220, and by the practice of namamanga sa dalawang ilog 
(rowing one’s boat in two rivers). Both diversification of the business activities and alignment 
with various political camps provided family conglomerates with “virtuous protection against 
the gales of political change” (Hutchcroft 1998, 39), political change meaning a shift of the 
persons currently in power only. Any politician who seemed to be on the winning side could 
automatically count on a lot of support. Something of a political cycle emerged; one member 
of the oligarchy gained dominance, attracting other members to his camp by his promise of 
victory and the material benefits accrued to that. Eventually, however, some members became 
discontented with the share of the spoils they got and broke away, promising potential 
followers a larger piece of the pie. This would induce many to ‘jump on the bandwagon’ by 
switching camps until the cycle would start over again (Kang 2002, 125-6). Politics in the 
democratic era was thus both limited to people with vast resources and functioned as the main 
avenue towards direct or indirect wealth accumulation. The result was a “monolithic 
conservatism” (Golay 1971) and a “deeply divided society” (Timberman 1990, 168).  
Marcos 
The problems of the democratic system were perhaps most obvious during the 
presidential campaign of 1969, in which Marcos became the first Philippine president to win 
re-election. The amount of money Marcos spent on his electoral campaign to defeat Osmeña 
was so vast that it caused a serious balance of payments crisis immediately after the election. 
It became clear that the costs of the political system in terms of economic efficiency and 
development were not sustainable221. Elite democracy led to a waste of resources, lack of 
development and an increasing inequality, in the perception of Marcos. Moreover, the 
domination of the state by a few land-holding families was at odds with emerging ideas of a 
more participative democracy. The import-substitution industrialisation path that the 
Philippines had followed from independence onwards had made consensus among elites 
increasingly fragile, with popular participation increasing and patron-client ties weakening 
(Lindsey 1992, 81)222. At the same time, ideas about a strong state and authoritarian 
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 Big business and political families display a strong overlap. 
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 Or perhaps, a more realistic interpretation is that these elections for the first time showed that the political 
system that had emerged in the Philippines harmed the economic interests of elites as well.  
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 One could recognise some inconsistency in the reasoning behind the ‘revolution from the centre’. On the one 
hand, it was attributed to social changes as a result of ISI (Lindsey 1992, 81). On the other hand, martial law was 
argued to be necessary for social changes to take place, as oligarchic structures blocked all development. Finally, 
afterwards, Marcos’ regime was generally considered to be more of the same (Lindsey 1992, 82: Avila, 
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developmentalism began to take hold in policy circles within and outside the Philippines; 
within the region, the examples of Park Chung Hee in South Korea, Lee Kuan Yew in 
Singapore and General Suharto in Indonesia served as examples. When Marcos second term 
came to its end in 1972, and he was forbidden by the constitution to run for a third term, he 
decided to declare martial law instead of giving up the presidency223. The immediate reason 
given was a supposed security crisis caused by the New People’s Army communist 
insurgency, although the actual existence of a crisis situation at the time is very doubtful224. A 
perhaps more compelling argument for Marcos’ authoritarianism was the need to break the 
power of the oligarchy that impeded national development. In fact, Marcos presented his coup 
as a ‘revolution from the centre’, directed against both the radical left and the old elites, 
ultimately bringing the true democracy of what he called the ‘New Society’. “Today, the 
oligarchs have lost effective control of our society. If they continue to pursue legitimate 
economic undertakings, they do so within the purview of the broader goal of democratization 
set by the New Society” (Marcos, quoted in Escalante et al 2000, 323). Some members of the 
old elites, such as the Lopezes or the Jacintos, were in fact dispossessed and their influence 
curtailed. In reality, however, this kind of treatment was restricted to only those few segments 
of the elite that were genuinely dangerous to Marcos’ position. The parts of the elite that 
posed no immediate threat were either left alone225 or co-optated226 (Celoza 1997). Thus, 
“Marcos used a combination of intimidation and favours to gain support of the economic élite 
as a whole” (Lindsey 1992, 82). In addition, Marcos allowed some non-elite members to build 
business empires through cronyism and access to the state trough. Such dependent, and 
therefore loyal people like Disini, Enrile, Benedicto, or Silverio, who “expanded their 
corporate empires at a fantastic rate, while the empires of others have either retained 
stationary or contracted” (Doherty 1982), or, later on, General Fabian Ver, formed a welcome 
counterweight against the old elites. In general, however, although some people left the scene 
and others entered, “in essence much of the economy just changed hands” (Avila, interview, 
July 2002) without fundamentally changing the system itself. Martial law might even be 
                                                                                                                                                        
interview, July 2002), or even the culmination of the system (Hutchcroft 1998: 115; Clarke and Sison 2003: 
220). 
223 Prior to that, Marcos had sought to amend the constitution, aiming to turn the Philippines into a parliamentary 
democracy. A Constitution Convention was held in 1971 to rewrite and amend the 1935 Constitution. Although 
the idea of a parliamentary democracy had its appeal, the move was widely felt to be a ploy by Marcos to stay 
on, only now as Prime Minister instead of President. To prevent that, the convention adopted a provision 
banning Marcos and members of his family (another option was that Marcos would be succeeded by Imelda). 
Marcos eventually managed to nullify this provision, through bribery and intimidation. However, the new 
constitution was not adopted until after Marcos imposed martial law, and then only a version that was drastically 
re-drafted to suit Marcos’ designs.     
224 One of the immediate reasons for declaring Martial Law was a series of grenade explosions during a Liberal 
Party rally in Plaza Miranda, on August 21, 1971, killing 9 people. Although Marcos blamed these on the NPA, 
there are strong indications that the government was involved itself, in order to create a compelling reason to 
institute martial law. 
225
 The Ayala and Laurel families, for example. 
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 Eduardo ‘Danding’ Cojuangco, later president Aquino’s cousin, being the most prominent example; other 
examples include the Aboitiz, Elizalde, Concepcion, Fernandez, and Palanca families. 
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considered as simply taking the system to its logical extreme, with Marcos as the ultimate 
cacique leader (Hutchcroft 1998, 115; Clarke and Sison 2003, 220). After a few years, the 
developmentalist ideology propagated by Marcos, arguing that civil rights ought to be 
sacrificed for development, was growing increasingly thin. The Marcosses, instead of 
delivering growth and stability, were widely seen ad heading a corrupt, repressive and failing 
kleptocracy.  
As a consequence, the other argument for martial law—addressing the communist 
insurgency—turned out invalid too. In fact, the New People’s Army grew out from a small 
group to a mayor military organisation during the period of the Marcos dictatorship. At its 
height, it had more than 20000 people under arms and controlled substantial parts of the 
country. The crisis situation that emerged as a consequence led to strong reactions from the 
side of the military. Whereas there had not been a large role for the military in society and 
politics before 1972, martial law saw their influence increase dramatically. Analogously, 
human rights violations grew in number. The problem was worsened because of a decrease in 
discipline and professionalism of the military. Within the AFP, the ‘professionals’, more or 
less subscribing to the subordination of the military to civilian authority and to command 
along formal hierarchical lines, gradually lost their position to an integrée faction, whose 
position was based on personal loyalty and factionalism. The professional faction of the 
military organised itself in the Reform of the Armed Forces Movement (RAM), which 
considered Ramos as its patron. In the last years of Marcos reign, many officers grew 
disgruntled with the way the regime treated the military, as soldiers being sent out to the war 
raging in the countryside with little training and arms, while officers saw their promotional 
prospects blocked by people standing more closely to the regime. The rise of General Fabian 
Ver at the expense of Defence Minister Enrile and Vice Chief of Staff Ramos symbolised the 
decline of the ‘professional’ faction within the AFP. This division within the military was 
partly responsible for the political instability of leading up to Marcos’ fall. In March 1985 the 
RAM came out in public, publicly supported by the US with which it turned out it had had 
diplomatic contacts for 3 years, clearly as a move to back Ramos. With Ferdinand Marcos’ 
health deteriorating, a struggle for succession began, in which people like Enrile and Ramos 
were increasingly sidelined in favour of the faction of Ver, ‘top crony’ Eduardo Cojuangco 
and Imelda Marcos (Wurfel 1988, 289-92). The failed coup staged by Enrile that would 
eventually trigger the mass uprising bringing Aquino to power should be seen in this light; a 
peaceful succession had become increasingly unlikely for Enrile.  
Crisis 
Marcos popularity among the public meanwhile dwindled, especially after opposition 
leader Benigno ‘Ninoy’ Aquino was murdered on August 21, 1983, following his return to the 
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Philippines after having lived in exile for years227. Ninoy’s murder turned him into a martyr 
for the democratic cause, and, although the ones responsible were never caught, it was widely 
believed to be Marcos’ doing. In the days following his murder, thousands of people visited at 
his wake, indicating the public discontent with the regime.  
In spite of that, Marcos managed to win the parliamentary elections of 1984, although 
they were widely perceived to be rigged. Opposition groups—most notably the National 
Democratic Front (NDF), an umbrella organisation providing a front for the NPA, and 
CORD, led by Agapito ‘Butz’ Aquino—, not believing in fair elections and unwilling to 
participate in an event organised to provide the regime with a new veneer of legitimacy, had 
called for a boycott (Mackenzie 1987, 26). Even within the ranks of the NDF, however, many 
did turn up to vote (Hedman 1996). The result was a victory for Marcos, both because of the 
high voter turnout and the electoral victory itself, although the opposition made strong gains. 
Meanwhile, however, the NPA continued to make gains and crony capitalism and human 
right’s violations intensified. As a consequence, finally the US began to grow increasingly 
irritated about the Marcos regime228. Under alleged US pressure, and probably believing that 
the opposition would not be able to provide a united front now that Ninoy had been removed, 
Marcos called snap elections on 3 November, 1985. At the time, his gamble seemed fairly 
justified. It was only at the very last moment, and after the lengthy mediation of Cardinal Sin, 
that the opposition managed to come out with a single candidate, Salvador Laurel running as 
vice-presidential candidate alongside Aquino229 (Kasuya 1995, 14-15).  
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 Benigno Aquino, widely considered to be the most brilliant politician of his generation—next to Marcos—
had been imprisoned following the declaration of martial law in 1972. Eventually, he was allowed to leave the 
country in order to undergo medical treatment in the United States, where he stayed in exile afterwards. 
Although he was the unofficial spokesman of the opposition, he began to loose this position to Laurel in the 
early 1980s, who did stay in the Philippines and led the parliamentary opposition. This pushed Ninoy in a 
difficult position, if he still wanted to become president. In order to remain the opposition leader, he would have 
to return to the Philippines, even though he knew that if he did so, Marcos would probably seek to eliminate him. 
When he returned in 1983, he apparently gambled to have a few months before such assassination attempts 
would come; in those months, he meant to create such a power base that he would be out of immediate danger. 
Unfortunately, however, he was shot the minute he set foot on the tarmac of what is now called Ninoy Aquino 
airport.  
228
 In October 1985, Republican Senator Laxalt even went as far as to call for the removal of Fabian Ver from 
the government. 
229
 In November 1984 already, a ‘Convenor Group’ had been established, consisting of bourgeois and 
participatory democracy movements in order to select a single opposition candidate (Kasuya 1995, 14), but it 
was not an easy task. The left managed to unite in BAYAN ((Bagong Alyansang Makabayan/ New Patriotic 
Alliance) in March 1985, but it took only two days for this coalition to fall apart, with social democrats leaving 
to form BANDILA. On the centrist and right side of the opposition, the ‘elite democrats’, having been united by 
Salvador ‘Doy’ Laurel in UNIDO, formed a National Unification Committee, also to select a single election 
candidate. Opposition leader Laurel seemed the obvious choice. However, when the Convenor Group established 
a political party—LABAN—in august 1985, wanting to nominate Corazon Aquino as its candidate, there were 
two serious contenders. Cory had the strongest papers, however; when she decided to run on November 11, she 
asked Laurel to be her candidate for the vice-presidency. Laurel accepted, but on the condition that Aquino ran 
as UNIDO candidate, which she refused. Mediation of Cardinal Sin was necessary for Laurel to give in.   
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The elections held on February 7, 1986, were again characterised by widespread fraud 
and intimidation230. However, by now, the opposition had been prepared more effectively for 
such practices. On January 19, 1986, Cardinal Sin published the Pastoral Letter ‘A Call to 
Conscience’ which was devoted to the high probability of fraud during the upcoming 
elections. Among others, it stated, in an address specifically to the party in power, that “it is a 
very serious sin to violate the dignity of your fellow human being by election bribery, 
cheating or violence” and that “if a candidate wins by cheating, he can only be forgiven by 
God if he renounces the office he has obtained by fraud. There will be no divine forgiveness 
for this act of injustice without a previous decision to repair the damage done” (Sin 1986a). 
Such pressure from society, along with pressure of the United States government, led the 
government to accredit the civilian National Movement for Free Elections (NAMFREL231) as 
election watchdog, alongside the official government-affiliated Philippines Commission on 
Elections (COMELEC). It came up with evidence of many instances of fraud and vote-rigging 
in favour of the incumbent; the illegitimacy of the elections was obvious, given the abundant 
proof232. On February 15, the National Assembly declared Marcos victor, although many 
considered Aquino to be the genuine winner. The Church, RAM, and Aquino denounced the 
election, however, and called for non-violent struggle233.  
The EDSA Revolution 
At this background, the struggle between Enrile and Ver intensified; under US 
pressure, Ver was announced to be dismissed, but later on, was reported to be back again. 
Enrile apparently decided that if he ever was to succeed Marcos, it had to be now and 
organised a coup. The coup plot was discovered on February 21, however. Instead of awaiting 
his arrest, Enrile contacted Ramos, and together they started a mutiny, occupying two army 
camps along Epifanio de Los Santos Avenue (EDSA). As the troops loyal to Marcos amassed 
around the camps, the prospects for the mutineers seemed rather hopeless. The expected 
crushing of the rebels by Marcos’ troops did not come about, however, thanks to Cardinal Sin 
using the Church’s Radio Veritas to call people to come to EDSA to defend the mutineers and 
bring Aquino to power234. Hundreds of thousands of people indeed flocked out to EDSA. 
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 The militant left, organised in the NDF, again called for a boycott of the election. This boycott was ignored 
by many of its followers, however, this time on an ever grander scale than in 1984. Afterwards, the CPP would 
declare her non-participation to have been a “tactical mistake” (Hedman 1996, 85).   
231
 NAMFREL had been active during the 1984 elections already, resulting in the strong gains of the UNIDO 
opposition, in spite of a widespread boycott.   
232
 In spite of these reports, however, the US government came out with a statement, deploring irregularities, but 
said they had been equally committed by both sides. It was only at the last moment that the US government 
withdrew support for Marcos.  
233
 The conference of bishops, headed by Sin, issued a statement, claiming that “according to moral principles, a 
government that assumes or retains power through fraudulent means has no moral basis”; and that “if such a 
government does not of itself freely correct the evil it has inflicted on the people, then it is our serious moral 
obligation as a people to make it do so” (Catholic Bishop’s Conference of the Philippines 1986).  
234
 As they lay under siege from Marcos troops, Enrile and Ramos held a press conference, during which an 
apparently rather scared Enrile did not indicate the coup had been unambiguously in support of Aquino: “I will 
not serve under Mrs. Aquino even if she is installed as the President. I do not know whether she can be installed 
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Four days of peaceful protest and mass prayer followed. Soldiers, sent out to attack the rebels, 
refused to open fire on unarmed citizens and aborted Marcos. Thus bereaved of the last shreds 
of his power base, Marcos finally caved in. On February 25, while Marcos inauguration was 
aborted, Aquino and Laurel were inaugurated at club Filipino, during which Aquino read out 
her proclamation no.1: “Consistent with the demands of the sovereign people, we pledge a 
government dedicated to uphold truth and justice, morality and decency in Government, 
freedom and democracy.” The next day, Marcos fled the country, leaving Aquino the 
presidency.  
Aquino immediately restored civil liberties, ordered the release of all political 
prisoners including leading communists, called for a cease-fire with insurgents and instigated 
investigations in the ill-gotten wealth and human rights violations of Marcos (Mackenzie 
1987, 26). However, as pointed out, that was only the easy part. Whereas it was obvious that 
many of the measures taken by Marcos had to be undone, that alone would hardly have 
satisfied the larger part of her following. The big question facing Aquino was what to do after 
that. Although the People Power revolution, as it came to be known, ended successfully in the 
removal of Marcos, it was widely felt to be only a first step. Beyond ousting Marcos, Aquino 
had to deliver genuine democracy.  
Making it legal 
The problem of restoring democratic structures put Aquino in a rather paradoxical situation. 
Whereas she came to power on a pro-democracy platform, she essentially had acquired the 
presidency by extra-constitutional means. As a result, she was never officially inaugurated by 
a qualified body. Aquino therefore perceived she had a legitimacy problem: what gave her the 
right to hold the presidential office in the first place? One could claim that she had been—or 
at least would have been, under normal circumstances—the true victor of the elections stolen 
by Marcos. One could claim that the People Power demonstrations that had finally toppled 
Marcos, and purportedly symbolised the will of ‘the people’ (even though there probably was 
hardly anyone from outside Manila participating), had been all in support of her. One could 
claim there had been a revolution with Aquino as leading representative of the new order. But 
one could also claim—and not quite without basis—that she had simply been installed by the 
military (Turner 1987, 58). These last two interpretations meant, however, that Aquino could 
                                                                                                                                                        
as a president” (Enrile, press conference at Camp Aguinaldo, February 22 1986). Later on, Enrile and Ramos 
would claim the mutiny had been in support of Aquino. A similar attempt at rewriting history was that Enrile, 
having backed Marcos even during the election campaign, now claimed to have been involved in RAM from the 
outset. In fact, RAM could be seen as existing of a group of people genuinely concerned with re-
professionalisation of the armed forces (i.e. opposing the cronyism, patronage networks, and abuses committed 
by the forces), and a group of mainly colonels who had hijacked the movement, using it as a vehicle for coups to 
come. Ramos successfully managed to portray himself as part of the ‘original’ RAM, thus acquiring a kind of 
democratic credentials in spite of his long association with the Marcos regime. Even if Enrile’s claim of 
involvement in RAM were true, he definitely belonged to the second group. This explains the importance for 
Enrile to get Ramos involved: “it was largely Ramos’ presence in Camp Crane which legitimized this act of 
military intervention in politics, and prompted the wholesale desertion of Marcos” (Mackenzie 1987, 41).  
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not seriously claim to defend democratic structures, subordination of the military to civilian 
rule, and law and order, as she had violated all these principles when coming to power in the 
first place. 
Aquino therefore faced the difficult task of supporting her claim to power and building 
legitimacy. The first method she chose was through making her regime constitutional. This 
meant she refrained from declaring her government a revolutionary one, and for the moment 
forgetting about the legalities of constitutions. To acquire some kind of constitutionality, one 
possibility was to step directly in Marcos’ shoes, accepting the 1973 constitution, which 
would imply accepting the national assembly, still dominated by Marcos’ KBL. However, if 
she did so, she would have to govern with an assembly opposing her. What is more, that 
assembly had, constitutionally, declared Marcos to be the lawful president, eroding the 
legitimacy of Aquino’s presidency. To prevent that, Cory could also call fresh Batasan235 
elections, but that would still mean acknowledging the legality of the 1973 constitution, thus 
not fundamentally addressing the lack of constitutional legitimacy she faced. Another 
alternative was to return to the constitution of 1935, which was a real possibility, but 
perceived as offending nationalist sentiment as this constitution had been formulated while 
still under American control. Also, it would heighten fears that Cory’s rule would not bring 
any changes beyond the restoration of the situation before 1972. A last possibility was to 
produce a new constitution, meanwhile governing under transitional arrangements (Turner 
1987, 59-60). This was the route she finally chose.  
On March 25 1986, one month after Aquino’s inauguration, the Freedom Constitution 
was proclaimed. The Aquino-Laurel administration declared itself a transitional government 
with a mandate until a new constitution would be established. Although the constitution spoke 
of a transitional government rather than a revolutionary one, as some would have wanted, 
Aquino did enjoy some revolutionary powers. As it would turn out, however, she would be 
rather reluctant to use them, for example in the case of land reform. Obviously, the Freedom 
Constitution, having been proclaimed by the government itself, lacked genuine legality. 
Aquino tried to account for this by postponing important decisions until after a new 
constitution would be in place, and by falling back on informal bases of legitimacy during the 
transitory period. These two sources of legitimacy offered contradictory incentives, however. 
Until she could become constitutional president, she needed to argue that her presidency was 
the will of the people, as expressed during the People Power revolution. The idea that she 
represented the will of the people meant that she was to structurally change society for the 
better, for that was what People Power had been about after all. From this perspective, Aquino 
needed to use her revolutionary powers to push through issues like land reform, before the 
constitutional process would resume. This point was supported by the argument that a 
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 The unit of government at the lowest, most local level, created by the 1973 constitution of Marcos, which 
claimed to be pro-democracy.  
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democratic process resuming without structural changes having taken place beforehand, 
would inevitably regress into the ways of the oligarchic political system of before 1972. To be 
able to claim that she represented People Power, therefore, Aquino needed to make the kind 
of revolutionary decisions that her claim to constitutional democracy prevented her from 
making.  
This problem was to some extent resolved by endorsing another basis for her 
legitimacy. A widespread belief existed that EDSA had been “a case of divine intervention” 
(Turner 1987, 58). It was actively encouraged by Aquino and even more so by Cardinal Sin. 
For example, Aquino argued on the Feast of the Sacred Heart in 1986 that the truer name of 
‘People Power’ was ‘Prayer Power’. This idea of divine intervention meant that, for a 
religious person like Aquino, Catholicism could thus serve as a sort of fundamental 
constitution, at least while a legal one was being drafted. By actively invoking the religious 
element, she could suggest that the basis of her power lay outside the political arena. Whether 
that basis lay in the rather explicit political position of the Church or truly in higher spheres, 
did not really matter for the effect of the idea, which gave a form of legitimacy and stability to 
the regime. Words like: “the rise of Corazon C. Aquino to power was not the result merely of 
the interplay of political forces or the coming to term of historical developments. To put it 
simply, they see her as God-sent. This is not to say that she is a perfect leader or that she does 
not commit mistakes or that her administration is beyond criticism. It means just that as her 
assumption of leadership is not to be explained by secular factors alone, so its course as well 
as its consummation will not be determined by socio-political factors only” (Sin 1987, 22) 
without doubt had a very real impact, especially when complemented by ‘predictions’ over 
regime-stability that were more like hardly veiled threats to anyone who would dare to 
challenge Aquino.  
New Constitution 
Meanwhile, two months after the proclamation of the Freedom Constitution, a 
constitutional commission, the ConCom, was established to draw a constitution within 90 
days. Reflecting Aquino’s inclusivist, anti-Marcos stance, its members were mainly leaders of 
anti-Marcos movements (Kasuya 1995, 19). The draft Constitution that the ConCom 
ultimately presented was approved in a plebiscite on February 2, 1987, with 76.37% in favour 
of the new constitution. However, in reality, the plebiscite was seen not so much as being 
about the constitution, as well as being a vote of confidence in Aquino’s presidency236. The 
plebiscite thus gave Aquino for the first time a “quantitative measurable affirmation of her 
legitimacy”, which she had lacked previously, as one ConCom member formulated it 
(Aquino, B. in Abueva and roman 1993a, 13) 
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 This is supported by the fact that there was a strong positive correlation (.3943) between a ‘yes’-vote in the 
constitutional plebiscite and a vote for Cory’s endorsed presidential candidate in 1992, Fidel Ramos (Landé 
1996, 13).   
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In content, the new constitution was quite interesting, however. It basically restored 
most of the formal democratic procedures that had existed before martial law, but it 
transferred some power from the presidency to Congress, out of fear for the kind of 
authoritarianism that had plagued the Philippines for the previous 15 years (Kasuya 1995, 20). 
However, in addition to providing a framework for governance, the constitution included 
many elements one would normally expect to find in normal legislation. A reason for this was 
that, in the ConCom, all kinds of groups who felt this was their opportunity to make an 
imprint on the future of the country were given a voice. Decisions were more or less taken by 
consensus in the process, whereas groups were aware that in the future there would be 
disputes and some of them would be excluded from decision making. As a result, everyone 
tried to have all measures one desired included in the constitution already, in as much detail as 
possible. For example, the new constitution ordered the government to undertake a 
comprehensive land reform programme. Were this itself not enough, peasant leaders wanted 
to specify the programme as to apply to plantations of all kinds, mineral areas, timber land 
and fishponds where there were workers237. Economic policy was another example. The Left 
lobbied the ConCom, and were joined by businessmen, so that a Coalition for a 
Constitutional Provision on Industrialization, Economic Protectionism and Filipinization of 
the Economy emerged. In addition to land reform, eventually issues like the prolongation of 
US military bases on Philippine territory, the economic development strategy238, and a 
prohibition to divorce were included in the constitution. The final draft was 62 pages long 
(Turner 1987, 79).  
The effect was a constitution almost incapable of performing its function of providing 
a basic set of rules. The problem was not only that it was virtually impossible not to violate 
the constitution (simply because of lack of time and resources), but also that it has been 
formulated largely in terms of goals rather than principles. For example, in the Preamble, it 
says that the Constitution serves “ (1) to build a just and humane society and (2) establish a 
Government that shall…secure to ourselves and our posterity the blessings of independence 
and democracy under the rule of law and a regime of truth, justice, freedom, love, equality, 
and peace”. One of the ways to do so is by seeking “a more equitable distribution of 
opportunities, income and wealth” (XII.1). Even though this might not seem very 
controversial, the interesting thing about this preamble and this article is that it speaks of 
‘building’, ‘establishing’ and a ‘more equitable distribution’, i.e. goals rather than things that 
should be there already. Justice and humanity do no consist of a set of rules that absolutely 
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 Eventually, this lobby failed, and the content of land reform was passed on to the Congress.  
238
 According to the constitution, the economic goal of the state is to “develop a self-reliant and independent 
national economy effectively controlled by Filipinos” (Const. II.19). As one commentator argues, “this goal 
implicitly recognizes the historic and continuing dependence of the Philippine economy on foreign capital, 
investments, technology, and assistance, and the influence and control over our economy by certain foreign 
governments, multinational corporations, and international financial institutions”, and can hardly be read as in 
favour of economic liberalism (Abueva 1993, 271). 
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should be followed, but are states to be achieved at some time in the future. For one thing, this 
can be interpreted as mandating development and social—even cultural—transformation 
(Abueva 1993, 269). But it also means that social justice is not something demanded or even 
expected in the present, so that it is impossible to hold a government accountable on basis of 
the constitution.  
Aquino staunchly defended the new constitution, however. She argued that this new 
constitution, having been drafted by such a broad selection of people involved in the struggle 
against Marcos, could be seen as a continuation of the revolution that had caused the fall of 
Marcos. The document in her eyes narrowly followed the principle of undoing all that Marcos 
had done. As Cory argued, “the critics of the proposed new Constitution say it is too long. It 
is not. It is only as long as the abuses it is meant to prevent, and the injustices it is intended to 
correct” (Aquino 1987c). In addition to undoing the Marcos years, it was also a sort of 
manifesto of the alleged will of the people: “Yes, the new Constitution is long; as long as our 
experience of oppression, as long as the list of things we wish to achieve as a nation” (ibid). 
The constitution, and in particular the way Aquino defended it, thus inherited the inherent 
tension between Aquino’s revolutionary mandate, stipulating rigorous action, and her fear of 
abuse of power, prescribing restraint. The fact that the approval of the constitution and the 
subsequent national elections for the two houses of Congress more or less solved the 
legitimacy problem for Aquino did not seem to seriously alter her reluctance to use her 
powers239. Perhaps because of the trauma of Marcos’ authoritarian experiment, Aquino 
appeared to continue to equate democracy with a modest stance by the state.   
Warding of Threats 
The effect of the ‘referendum on Aquino’s presidency’, as the constitutional plebiscite 
perhaps is best seen, did end a period of uncertainty about Cory’s right to rule, however240. By 
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 In the elections for the two houses of Congress, parties supporting Aquino won. The UPP-KBL, Marcos’ 
party, played only a minor role, with most rightist politicians united in the Grand Alliance for Democracy 
(GAD), de facto spearheaded by Enrile. Former Marcos ministers like Tolentino and Blas Ople ran on a GAD 
ticket, as did movie star Joseph Estrada, who was the only GAD candidate with a truly convincing victory in the 
24 seat Senate. Although Enrile was also voted into the Senate, it was by just narrowly defeating the left-wing 
Laban candidate Sanchez, who was allegedly deprived of many votes during the counting process (Sanchez was 
leaning too much to the left for many, and was too close with the KMU, a relatively radical labour organisation) 
(Robson 1987, 132). In the Lower house, pro-administration winners also greatly outnumbered others (ibid 133). 
In spite of the dominance of pro-administration parties, serious electoral competition did take place, as coalition 
parties began to be enmeshed in rivalries, especially between the Liberal Party-Salonga wing and PDP-LABAN 
under Jose ‘Peping’ Cojuangco (Villegas 1987, 194; Hernandez 1988, 232). Such rivalries were probably 
exacerbated by that fact that Cory herself refused to become a member of any party, standing as a reconciliatory 
figure above all parties instead. This ‘neutral’ position itself should be seen in the light of her broadcasted fear to 
abuse her powers, but it did not prevent most people from perceiving a vote for pro-administration parties to be a 
vote for Cory. In part, that was due to the circumstances under which elections took place; the five coup attempts 
between the EDSA revolution and the elections led to a widespread feeling that the elections comprised a choice 
between Aquino and military dictatorship. During the campaigns, Aquino frequently referred to People Power 
(Robson 1987, 135), which served to highlight this contrast.  
240
 The slogan of the pro-constitution campaign was “Yes to Cory, yes to country, yes to democracy, yes to the 
constitution”, in that sequence. Moreover, the rightist opposition focused on the provision of the president’s 
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now, formal democratic structures had been restored and, although Aquino’s position 
continued to be under attack, after the plebiscite it was more or less clear that any attempt to 
remove Aquino from office would amount to illegitimate usurpation. As she herself would 
have it, “the February 2 plebiscite completes the February Revolution. The millions who 
could not take part in the revolution that vindicated my electoral victory seized this chance to 
show their support of my victory and their commitment to democracy” (Aquino 1987e). 
Before that, however, protests by Marcos supporters had been continuing, culminating in 
weekly rallies for a restoration of Marcos’ government. These protests were tolerated by 
Aquino, again out of apparent fear to use her authoritative powers, but after Marcos’ former 
running mate Artur Tolentino attempted to stage a coup and install himself as president on 
July 6, 1986, pro-Marcos rallies were banned.  
The danger of new coups did not diminish, however, since, although Aquino had been 
brought to power by progressive factions in the military (the RAM in particular), in a sense, 
the very existence of such a movement within the armed forces indicated that rank discipline 
was subordinate to factionalism and alternative command structures. The army could 
therefore not be trusted to stay under control of the civilian government, especially not since it 
could be expected to have doubts about Aquino’s ‘soft’ approach towards the armed, radical 
left. Enrile’s critique of the way Aquino dealt with the communists indeed became 
increasingly vocal, and grew close to suggesting of a military role in government. Although 
Ramos and Enrile had played a major role in bringing Aquino to power, it had to be realised 
that that role had probably been not entirely intentional, and they had to be considered in first 
instance as military men with a history in the Marcos regime. Eventually, even the US became 
annoyed with Enrile’s hardly disguised ambitions. Aquino sought to co-opt Ramos to oust 
Enrile, but given unclear military allegiances the latter was cautious. In the end, Enrile was 
replaced by Rafael Ileto, after strong rumours that he was involved in a coup (Wurfel 1988, 
312-15).  
This did not stop the danger of violent action from the right, however. In the advent of 
the 1987 elections for Congress, mass protests took place outside the army camps on EDSA 
by the Grand Alliance for Democracy, during which Enrile urged soldiers to act upon alleged 
electoral fraud (Hedman 1996, 92-3). Throughout 1987, coup attempts continued to take 
place, as Aquino’s presidency became more and more unpopular. The government’s reaction 
to such coups was surprisingly mild, and an indication of the lack of definitive control the 
government had over the military. Apart from Enrile’s dismissal, in most cases punishment 
existed of some light disciplinary measures only. In the case of the first coup, the soldiers 
involved were just ordered to do some push-ups (Scott Thompson 1992, 149-50).  
  
                                                                                                                                                        
tenure, calling for new elections. In addition, it was claimed by the government that the constitution would bring 





Just like the Right had done, the Left began to move away from the coalition in the 
years following EDSA, generating a political violence of its own (Anderson 1995). Aquino’s 
initial conciliatory stance towards both the NPA and the Islamic insurgencies in Mindanao 
was short-lived. In first instance, she seemed successful of even bringing the armed 
opposition back into the democratic fold. The CPP now officially declared that the boycott of 
the 1986 snap elections had been a ‘tactical mistake’ (Hedman 1996, 85). A Peace accord was 
signed with the MNLF in September 1986, and a 60-day cease-fire was agreed with the NDF 
in November. This cease-fire was suspended and peace talks collapsed with the communists, 
however, after the Mendiola Massacre on January 22, 1987. In this incident, 15000 peasants, 
led by KMP, demonstrated for genuine agrarian reforms. The violent reaction of 
‘peacekeeping’ forces at this demonstration led to the killing of 19 peasants, while hundreds 
were wounded. After that, the NPA stepped up its activities again241.  
Contrary to the idea that the NPA grew in strength mainly because of the repressive 
methods employed by Marcos, the movement enjoyed its peak strength in 1988. NPA 
activities now included urban guerrilla activities in Manila (Hedman 1996, 92-3). The radical 
left was also active within the legal opposition. In the elections of 1987, the Partido ng Bayan 
(PnB) participated, sponsoring ex-CPP candidates. The PnB was part of a wider platform, the 
Alliance for New Politics (ANP). Electoral success for the PnB was rather limited, but it 
seemed that its main objective was not so much to get elected as well as to propagandise and 
educate. The left242 also organised a shadow Congress of the Streets during the Congressional 
Inauguration in 1987, opposing the official Congress. The ties between the radical left 
operating within the system and the left opposing the system thus remained close. Others did 
not care to make a distinction either. During the 1987 election campaign, the PnB was 
frequently harassed; its headquarters were raided, rallies were disturbed and PnB supporters 
were arrested and sometimes killed. In addition, many of the PnB’s candidates were removed 
from the list by COMELEC (ibid, 88-9). 
Military Reaction 
Meanwhile, the issue of the communist insurgency distanced the military and the land-
holding elites from Aquino. Whereas the middle class section of the Aquino administration 
sought peace with the NPA, oligarchs and the military were calling for a total war to crush 
them. With Aquino continuing her ‘soft stance’ towards the left, the parts of the political right 
that had not been outright Marcos-affiliated in the first place began to seek other channels to 
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 It has been suggested that the Mendiola tragedy was part of a deliberate strategy by the military to sabotage 
the peace talks with the communist guerrillas. Aquino apparently conceded to such a vision, since in reaction to 
the Mendiola massacre and the latest coup attempt, she called on “the people” to join her on January 31 at a 
rally, demonstrating Unity and Strength in defence of democracy (Aquino 1987e).   
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 Uniting BAYAN, KMP, labour organisation KMU (Kilusang Mayo Uno) and women’s group KAIBA 
(Women for the Mother Country).  
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satisfy their wishes, and turned away from the coalition. The coup attempts and the dismissal 
of Enrile illustrated this. On September 16, 1987, Vice-president Laurel also resigned as the 
secretary of foreign affairs for personal reasons, disagreements over power-sharing 
arrangements between him and Aquino, and out of differences in opinion about how to deal 
with the counterinsurgency. Laurel went as far as defending the soldiers involved in the coup 
staged in August 1987 by Gregorio ‘Gringo’ Honasan, by arguing that Aquino’s weak 
political will in fighting insurgents was to blame for the coup (Manila Chronicle, September 
17, 1987). In local elections, held in January 1988, Laurel subsequently broke with Aquino 
altogether to join the opposition United Nationalist Alliance (UNA), which Juan Ponce Enrile 
and other people who had been working with Marcos joined as well243 (Hernandez 1989, 
157).  
In spite of this increasing opposition, however, after 1987, the political right 
suspended its coup attempts for a while. On the one hand, this was perhaps due to the fact that 
more people began to subscribe to the view of Aquino as constitutional president, so that, 
regardless of how one perceived her policies, any challenge needed to be through 
constitutional means. More likely, however, is that Aquino’s abandonment of a conciliatory 
stance towards insurgents in favour of the total war that the military demanded for the 
moment satisfied the elements involved in the coups. The military was allowed to step up its 
activities, and vigilante groups were organised with government support244 (Hedman 1996, 
88-9; Wurfel 1988, 316). As a result, an Amnesty International Report entitled “The 
Philippines: The Killing goes on”, published in 1992, reported extra-judicial killings, 
disappearances and other violations committed by the military and paramilitary groups (Bello, 
S., 1992, 127)245. The threat of the left did gradually diminish, however, although other causes 
than the military campaign could be held responsible for that. For one thing, the left had been 
internally divided by the cease-fire negotiations and about the question whether to work with 
or against the new regime (Boudreau 1996, 64; Wurfel 1988, 316). Differences about strategy 
existed as well. The fact that the leaders of the CPP had been in prison for years and after that 
went to live in exile in remote places like Utrecht (the Netherlands) alienated them from the 
lower cadres fighting in the field. Such internal divisions, in combination with the 
governments declared strategy to actively engage NGOs in policy making and implementation 
caused many on the left to transform into more cause-specific groups, without immediately 
being committed to a general statist overhaul of society. This enabled various leftist groups to 
work together as NGOs on an issue-basis, but also with the government instead of against the 
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 Most notably Francisco Tatad, who had been Marcos’ minister of public information, and Blas Ople (Marcos’ 
Labour Minister).  
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 There have also been allegations of CIA support (Wurfel 1988, 316) 
245
 The Amnesty report mirrored earlier reports and observations from other groups; for example, the UN 
working group on enforced disappearances, the UN rapporteur on torture, or the ILO. Although the government 
was taking steps against human rights violations, most of what it did was drafting laws (see Bello 1992 for an 
overview) rather than changing practices. Since one of the main complaints of the Amnesty report was that 
members of the AFP were beyond the reach of law, legislative measures were unlikely to make big impact.  
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state (Boudreau 1996, 75-6). Thus, a process of demobilisation of the militant left took place. 
As a result, after 1988, NPA numbers decreased again.  
The fact that the military now had the ‘total war’ it had wanted from the government 
created a sense of temporary stability after 1987, although this certainly came at a cost. The 
move could be seen as a partial surrender of the government to the military, and it alienated 
more left-leaning members of the coalition from the administration. The move to the right 
could also be attributed to the fact that Congress had become dominated by the conservative 
landholding elites, often the same people or families as in the pre-martial law period, which 
had strong interests in maintaining the status quo. Many observers noted that under the guise 
of democracy, “the traditional elite politics of power has been preserved” (Manila Chronicle, 
June 5, 1987; similar point made by Avila, interview July 2002; Timberman 1991, XIV; Scott 
Thompson 1992, 23). The popularity of the Aquino administration consequently dwindled 
and more and more members of the initial coalition began to withdraw support. The 
traditional elite, represented by Laurel, had left the broad coalition already246. Eventually, 
only the more centrist elements, i.e. parts of the oligarchy, the church, and the urban middle 
class continued to back the administration (Anderson 1995), but even that support graduated 
to something less unconditional. Now, businessmen began to grow dissatisfied with what they 
perceived Aquino’s lack of action as well, while the Church ventilated similar opinions. Polls 
showed a steady decline in Cory’s popularity, especially in Metro Manila, where the number 
of people indicating satisfaction with her performance fell from 78% in the beginning of her 
term to 48% in September 1989 (Timberman 1991, 196; Timberman 1990, 168). Although a 
majority of the population continued to support the political institutions, this support did fall, 
and the satisfaction with the policy record, especially economically, decreased significantly 
after 1987 (Miranda 1997). A general feeling began to emerge that the Aquino government 
seemed to have surrendered whatever ambitions it had and was simply trying to consolidate 
itself until the end of its mandate, avoiding making new enemies by shunning significant 
decisions (Far Eastern Economic Review, August 13 1987, 17; Timberman 1990, 167). 
The December Coup 
In spite of the temporary stability after 1987, this policy of ‘keeping a low profile’ was 
not effective in the longer run. The combination of increasing dissatisfaction with the 
administration, a widely felt longing for decisive and forceful action, and a military that had 
found the government weak enough to impose its will onto, was almost bound to lead to more 
problems. In so far as the government really thought it could get away with just sitting out its 
term, the 1 December 1989 served as something of a wake-up call. Former Lt.Col. Gregorio 
‘Gringo’ Honasan, leader of the coup of 28 August 1987, along with several hundred 
members of the Army’s elite Scout Rangers and Marines, staged the bloodiest and most 
dangerous coup attempt since the commence of the Aquino regime. The rebels captured air 
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bases in Metro Manila and Cebu, and the government’s radio-television station in Quezon 
City. Dive-bombers and helicopters were used to attack Malacañang Palace, the seat of 
government. The rebels’ initial successes threatened to invite other members of the army and 
the Philippine Constabulary, who had been “sitting on the fence” to join the insurgency (Scott 
Thompson 1992, 140). From this perspective, a turning point in the battle were the 
‘persuasion flights’ over Manila by United States Phantom jets, located at the United States 
Clark Air Force Base, presumably indicating that the United States was prepared to defend 
Philippine democracy. The fighting continued for 9 days still, however, with the rebels 
occupying offices and hotels in Manila’s financial and business district Makati. In total, at 
least 79 people were killed and more than 600 wounded in the violence (Timberman 1990, 
176).  
Perhaps even more meaningful than the coup itself was the somewhat ambiguous 
reaction of long-term supporters of Aquino. Cardinal Sin, for example, did condemn the coup 
and called for resistance247, of course, but there was clearly some love lost between the 
Church and Aquino by now, as Sin hinted that the support of the Church could be withdrawn 
as well. “We must nonetheless urge upon the national leadership and all sectors of 
government without exception, that the present situation and the urgent needs of our people 
demand profound and thoroughgoing reforms as well as clear, decisive and forceful action in 
so many areas, which will no longer brook mere rhetoric and delay. Our government once 
again in all its branches, must get its act together; or all of us may forfeit the hard-won 
constitutional democracy which is now ours.” (Sin 1990). The Church’s statement struck a 
chord with public opinion, with 46% claiming that although the coup was wrong, it was 
“needed to jolt the government” (Scott Thompson 1992, 145). Vice-president Laurel, 
speaking from Hong Kong, went one step further, refusing to “pre-judge” the rebels, arguing 
that they were “quoted as fighting for good government. How can you be against good 
government?” (Davide Report, 572). 
In fact, Laurel was even suspected to have been implicated in the coup himself, as 
Aquino noticed that every time there was a coup, Laurel was “either out of the country or 
playing golf” (Manila Chronicle, 9 December 1989). Other high-standing figures were even 
more suspect. Senator Enrile was briefly arrested for his alleged involvement. Suspicious was 
the unexpected return to the Philippines of Eduardo ‘Danding’ Cojuangco, former ally of 
Marcos, just days before the coup. Although many of the soldiers and leaders involved, 
including ‘Gringo’ Honasan, escaped punishment, raising the possibility of further uprisings, 
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 Sin stated that “under circumstances obtaining in our country today, the staging of a coup d’etat, which is a 
violation of our Constitution, is an unlawful usurpation of power; it is a rebellion not only against duly 
constituted authority but against God from whom all civil authority is derived (Rom 13:1; see also 1 Pt 2:13-15). 
In other words, to seize power through a coup d’etat is a sin…One must, to the extent allowed by one’s situation 
and possibilities resist such an evil act, and co-operate with legitimate authority in order to thwart such an 
attempt” (Sin 1990) 
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the coup of December 1989 proved to be the last one for at least a decade248. By the mid-
1990s, one could be under the impression that people like Honasan were successfully co-
optated in the democratic system and now denounced violent overthrows249. The demise of 
the rebels could therefore in the longer run come to be seen as a triumph for democracy. At 
the moment itself, however, the coup attempt put the administration in the defence, and the 
government lay still for half a year. The problem was that, on the one hand, the coup attempt 
put pressure on the administration to regain the lead in politics and policy-making—as 
indicated by the words of Cardinal Sin, and public opinion—but on the other hand, it forced 
the government to be even more cautious in taking controversial decisions. When discussing a 
rise in oil prices, for example, finance secretary Jesus Estanislao remarks “every time we tried 
to raise the issue of oil prices, someone in the (cabinet) meeting would just make a short 
statement that, considering continuing threats of coups, it was untimely to adjust the prices. 
And that was it.” (Interview with Estanislao, in Tiglao 1992, 88).  
 The continuous threat of more coups also boosted the position of General Fidel 
Ramos, who during the 1989 coup attempt had once again saved the government through 
staying on its side, securing the support of large sections of the military. The near-success of 
1989 made it obvious that any coup ploy that would manage to bring in Ramos would have a 
strong chance of succeeding. As a consequence, Ramos’ position in the government became 
so strong that he could be seen as holding the government effectively in custody until the 
1992 elections. Through the eyes of some, thus, a successful military take-over had taken 
place (Aquino, B. in Abueva and roman 1993a, 14: Miriam Defensor Santiago 1994, 170).  
A Happy Ending: The 1992 Presidential Elections 
Ramos’ growing influence was perhaps one of the main reasons of the fact that 
Aquino supported him as her successor during the 1992 presidential elections, in spite of the 
fact that ‘her’ party, Laban ng Democratikong Pilipino (LDP)250, put forth another candidate, 
Speaker of the House Ramon V. Mitra. Ramos himself had briefly sought the candidacy of 
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 Two ‘coup-like’ events took place after that. One could argue that EDSA II in 2001, the popular protests 
which forced President Joseph ‘Erap’ Estrada to resign in favour of vice-president Gloria Macapagal Arroyo 
because of a corruption scandal, were in fact a coup; it was certainly an extra-constitutional change of 
government.  
After that, on 27 July 2003, a group of 296 soldiers of the AFP started to occupy several buildings in Makati, 
complaining about corruption in the government and the army, low pay and inadequate housing. One of the more 
intriguing allegations was their claim that the government was in fact supporting the Muslim rebellion in the 
south, thus being able to receive more support from the American government in the name of the war on terror. 
Although the rebels called for the entire administration to resign and their action in fact eventually forced 
Defence Secretary Reyes to quit, they claimed their action was never intended as a coup, but was merely a 
‘mutiny’ in order to highlight corruption and force the government to take action.   
249
 There were strong rumours that Honasan was implicated in the mutiny/coup of 2003, and Honasan went into 
hiding.   
250
 As mentioned, Aquino had always declined forming a party of her own. However, in 1988, Aquino’s brother 
and brother in law Jose Cojuangco and Paul Aquino merged their two parties (PDP-Laban and Lakas ng Bansa) 
to form the Laban ng Demokratikong Pilipino (LDP) by, which became de facto Aquino’s party (Landé 1996, 
126).  
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the LDP, but when rejected he formed his own party, Lakas-EDSA251. Although Mitra was 
the favoured candidate of Cardinal Sin, several influential lay and clerical members of the 
Church preferred Ramos—a Protestant—instead, such as various individuals associated with 
the Jesuit Ateneo de Manila University, and the small but influential lay order Opus Dei 
(Landé 1996, 11). He was also supported by the indigenous Iglesia Ni Cristo. This, in 
combination with his credentials in averting a military take-over and in rolling back the 
communist insurgency, made Ramos a strong candidate. In the elections, Ramos had, apart 
from Mitra, five contenders. First was Eduardo Cojuangco Jr. (Nationalist People’s 
Coalition), who had fled the country alongside Marcos in 1986. Cojuangco had in fact been 
barred from entering the Philippines by Aquino, but did so nonetheless in 1989 in order start a 
campaign to recover his properties and restart his political career. The NPC, which endorsed 
him as a candidate, was formed almost exclusively for this function out of ex-KBL members. 
Danding, as Cojuangco was known, directed his appeal to Marcos’ political loyalists and 
businessmen dissatisfied with Aquino’s record. His immense wealth gave him a firm ‘war 
chest’, with which he attempted to rebuild the ‘feudal’ political machine of Marcos. His 
reputation as a businessman and his resources seemingly made him a serious contender. 
However, the Marcos loyalist vote was to be split between Cojuangco and former first lady 
Imelda Romualdez-Marcos, who participated in the elections as well. Imelda had stayed in 
exile in the United States for six years, to return to the Philippines in November 1991. She 
managed to become the official candidate of the Kilusang Bagong Lipunan (KBL). In contrast 
with Cojuangco, Imelda could not rely on large campaign funds, though. Although the 
Marcos wealth was legendary, most of it was thought to be sequestered, frozen, hidden or out 
of reach (ibid, 37). In the elections, Imelda won only 10% of the vote, whereas Danding won 
18.4%. The least successful of the contestants was vice-president Salvador Laurel, who was 
the candidate for the revived Nacionalista Party. Laurel lacked funds, the backing of the 
Catholic Church and the indigenous Iglesia Ni Cristo, and a united support system; the old 
two-party system with Nacionalistas almost automatically winning about half of the votes had 
broken down, and within the ranks competitions for leadership between Enrile, Eduardo 
Cojuangco, Tolentino and Laurel took place.  What is more, Laurel’s political manoeuvres of 
the preceding years had resulted in him falling both outside the anti-Marcos and pro-Marcos 
camp. Laurel did not receive more than 3% of the vote. The most left-leaning among the 
candidates was Jovito Salonga, leader of the Liberal Party. Salonga had a long record as a 
senator, which, coupled with his accomplishment to transform the Liberal Party into a modern 
ideology-based political machine, would have made him a strong contender. However, his 
economic nationalism and leftist demeanour gained him the distrust of most businessmen, 
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 Lakas-EDSA soon became a multi-party coalition, with the addition of eight small parties, including the pro-
Aquino Laban ng Bayan. Later on, it was transformed into Lakas-NUCD, after Cebu Governor Emilio Osmeña 
joined Ramos’ campaign as vice-presidential running mate, bringing in the National Union of Christian 
Democrats (NUCD) (Landé 1996, 10).   
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who took their financial support elsewhere252. Salonga got 10% of the vote, ending slightly 
behind Imelda Marcos.   
In the election, no significant ideological difference between contestants existed. Most 
candidates agreed that tax collection ought to be increased, bureaucracy had to be made more 
efficient and effective, gradual trade liberalisation should take place, and some degree of 
decentralisation should occur (ibid, 94). The main division between the candidates was in a 
pro- and anti-Marcos camp. Laurel, as pointed out, fell in between; Ramos at one point was 
attacked because of his role in the Marcos’ regime, but successfully countered this attack by 
highlighting his role in EDSA. 
Ramos eventually won the elections with 24% of the vote, making him the first 
minority president in Philippine history. Given his position and the support of the Aquino 
administration, which certainly went further than mere verbal endorsement253, this was 
perhaps hardly surprising. Thus far, the main interesting aspect of the elections was perhaps 
that both Eduardo Cojuangco and Imelda Romualdez-Marcos had failed to make a serious 
claim to the presidency, indicating that the Marcos’ days really were over254. The absence of 
coups since 1989 and the peaceful transfer of power to an elected candidate with apparently 
democratic credentials and without having written ‘Marcos’ all over him255 allowed Aquino to 
claim that she had accomplished her main task: restoring democracy (Fabracia in Philippine 
Daily Inquirer, June 22 and 29 1992; Tiglao 1992, 77). She had managed to survive for six 
years in a difficult environment, thus (re)founding a democratic tradition. Others confirmed 
this claim, though not necessarily its unambiguously positive message. At the end of her term, 
assessments of Aquino’s presidency included “it is adjudged a total failure in practically every 
area except in the one of our restored democratic institutions and processes” (Francisco F 
Claver, in Manila Chronicle, June 26 1992); or, “the best thing that can be said for it is how 
the bejesus it was able to last six years” (Teodoro Benigno in Philippine Star, June 26 1992).  
In her defence, Aquino herself acknowledged that she perhaps had achieved too little 
beyond the restoration of constitutional democracy. Already in the State of the Nation 
Address of 1991, she took the opportunity to look back upon her term, perhaps looking 
forward to the moment that it would finally be done, saying that “God knows, we have made 
mistakes. I hope history will judge me favorably… because, as God is my witness, I honestly 
did the best I could” (Aquino, C 1991). But she also clearly pointed out that to safeguard 
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 It has been suggested that Salonga would have been the favoured candidate of Aquino, had she been able to 
make her own choice instead of being forced to endorse Ramos. He further enjoyed the support of a coalition of 
NGOs, AKBAYAN, formed in 1992 to support the LP-PDP-Laban coalition and Javier Salonga’s presidential 
bid (Diokno 1997a, 1).  
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 Before the elections, allegedly, between P600 million and P1.5 billion of NALGU (National Aid to Local 
Government Units) funds was released to those localities whose leaders campaigned for Ramos (Landé 1996, 
10). Afterwards, some candidates, among whom Laurel and Mitra would accuse the government of cheating 
during the election and counting process (Manila Bulletin May 15, 17 1992).  
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 More so, if one breaks down results geographically: a pattern in which Ilocanos voted differently than the rest 
of the country emerged, with Iloco supporting Imelda and Cojuangco (Landé 1996, 98).  
255
 Even if his role in the Marcos regime did taint him to some extent.  
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democracy was already no mean feat: “Understand that I came to power on the crest of a 
loose coalition of forces. Two of them were at mortal odds with each other, the left and the 
military right. They would pull me now to one side, now to the other, or simply try to pull me 
down. Some of the centrists, the traditional politicians, tried pulling me back to the norms and 
practices of a past already discredited before martial law.” (Aquino, C. 1992, 5). Indeed, there 
seems to have been much genuine surprise and approval that Aquino even made it for six 
years. She “played against the odds and defied conventional wisdom” (Alex Magno in, 
Manila Chronicle, June 30 1992), and “just surviving alone during those six years of turbulent 
political weather is already a feat in itself” (Aquino, B. in Abueva and roman 1993a, 10). The 
fact that Aquino did not attempt to bid for re-election added to her stature in this respect256 
(Editorial Daily Globe June 30, 1992; Editorial Philippine Free Press July 4 1992; especially 
the foreign press seemed to make much of this point: see Abueva and roman 1993a). To what 
extent this really was a sacrifice is unclear, however. Aquino never had made the impression 
that she was very comfortable with the presidency anyway, and her chances of getting re-
elected if she had stood were probably unsure enough to prefer a safe, moderately heroic 
place in the history books above a potential shameful defeat. Still, the relative peaceful and 
orderly transfer of power completed Aquino’s project. The past, in the figures of Eduardo 
Cojuangco and Imelda Marcos, had been left behind and constitutional democracy had been 
re-established in the Philippines. Aquino had succeeded.   
If this had been all there was to the elections, such a claim would probably stir little 
controversy. However, as it was, the most interesting and serious challenge to the Aquino-
Ramos nexus did not come from pro-Marcos people like ‘Danding’ Cojuangco or Imelda, nor 
from established politicians like Mitra, Salonga or Laurel, but from a relative outsider without 
much political experience and even less campaign funds: Miriam Defensor Santiago.  
What democracy?  
Miriam Defensor Santiago, a law professor at the University of the Philippines, had 
already made an impressive career, covering the Philippine Justice Department, the UNHCR 
in Geneva, the Philippine Embassy in the United States, and several teaching positions at 
universities, when she accepted a post as a regional trial judge in Quezon City in 1982. 
Although she did not seem to have much difficulty with working under Marcos—even 
admitting she had come to admire him—she did develop a reputation for independence and 
integrity. This stance brought her into conflict with the regime when she crossed the President 
by granting bail in the case People of the Philippines vs. Lino Brocka et al257, a quite 
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 The new Philippine Constitution that had been adopted in 1987 prohibited any candidate to serve two terms. 
It might have been argued, however, that legally Aquino had not served a term under the new constitution yet, 
making her eligible to make a bid for a second one.  
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 Under martial law, criticising the government in an illegal public assembly was an offence punishable by 
death. However, following the assassination of Benigno Aquino, many such assemblies took place, after which 
the military made selective arrests. During a jeepney drivers’ strike in 1985, several speakers criticising the 
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sensational verdict in these times of martial law. Through this decision Santiago became 
somewhat of a hero in the anti-Marcos struggle and captured the attention of Aquino, who 
offered her several appointments upon assuming the presidency. Santiago turned these offers 
down, but was finally persuaded to become head of the Commission on Immigration and 
Deportation (CID) by Aquino on 4 January 1988, an institution notorious for its 
mismanagement and corruption at the time.   
Santiago quickly made an impression by turning around the CID, addressing its 
corruption and bureaucratic inefficiency in a typical uncompromising style. Her ambitions 
and style made her enemies in the form of CID employees, alien criminal syndicates 
(involved in activities like the trading of guns, drugs, (child) prostitutes and fake travel 
documents) and their protectors, as she made some spectacular arrests. In the position as head 
of the CID, Santiago received a lot of media exposure, as newspapers loved the stories about 
the tough crime and corruption busting woman whom, in her own words, ate “death threats 
for breakfast”. Santiago became synonymous with the struggle against corruption, which she 
saw as crucial for the progress of the Philippines. “The real problem of the Philippines as a 
developing state is not poverty but graft and corruption. The country is not corrupt because it 
is poor; on the contrary, the country is poor because it is corrupt. Corruption, the nuclear 
winter of the national soul, blankets the land and muffles any sense of faith or hope. The 
moral blight is not episodic or anecdotal; it is so comprehensive that it has developed into an 
entire culture of corruption…To end one culture and begin another is a cataclysmic endeavor, 
and those who would advocate a cataclysmal theory of politics must prepare themselves to be 
devoured by forces they unleash…And yet, while it might be fatal for an individual to 
challenge the culture of corruption, society itself has no choice; it must reform in order to 
survive.” (Defensor Santiago 1994, 1-2) 
 In 1989, the position at the head of the CID was followed by an appointment as 
Secretary of the Department of Agrarian Reform (DAR). While in the Cabinet, Santiago 
witnessed the Aquino administration from within, and she did not particularly like what she 
saw. Her belief that moral examples and visible moral and effective leadership were needed to 
reform the “culture of corruption” clashed with her perception of Aquino’s performance. She 
viewed Aquino as a weak president, unable to make a difference in establishing ‘good 
governance’ and true democracy in the Philippines. Other members of the Cabinet she 
considered with even less sympathy. About Ramos: “He wanted to impress the President that 
he was running the country for her, with his expensive visits to the countryside, and his showy 
paper-pushing. And the President catered to his pathetic charade, because she viewed the 
ambitious Secretary as her chief line of defense against the coup d’etat attempts of the 
                                                                                                                                                        
government were arrested, including Lino Brocka (a controversial film director and social activist, who would 
later walk out on the ConCom for it being a waste of time). When they requested release on bail, Defensor 
Santiago faced the question whether she, as a judge had the right to overrule the president in a situation of 
martial law; she decided she did, in spite of intimidation and death threats.  
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military rebels. Apparently, it never occurred to the President that her siege mentality may 
have been deliberately fed and fostered by the man who stood to gain most by it.” (Defensor 
Santiago 1994, 170). Santiago, her wariness of inefficiency and lack of decisive leadership 
perhaps only matched by her reputation for lack of delicadeza, did not truly fit in258. In fact, 
she succeeded in making so many enemies that after six months the confirmation of her 
appointment by the Commission on Appointments, in principle a formality, was turned down. 
She then turned to a career of speech-making at universities and before civic groups, while 
writing legalistic ‘manuals’ on how to fight corruption and election fraud (Landé 1996, 15: 
Defensor Santiago 1994). Together with her expanding group of supporters she formed the 
Movement for a Responsible Public Service (MOVERS), a group dedicated to good 
governance and the battle against corruption. Although at this point in time Santiago had 
indicated no intention to enter the presidential race, she started to be included in polls, in 
which she surprisingly came out first. Prompted by these results, Santiago formed the 
People’s Reform Party (PRP) and announced her candidacy for the presidency.   
Elections 
At the heart of her campaign was the promise to fight graft and corruption, thus ending 
“the Old Filipino mentality of exploitation and oppressiveness” that the “culture of 
corruption” in the Philippines had created. In addition, she promised building mass low cost 
housing and favoured an export-oriented development path (Landé 1996, 17). Santiago’s 
campaign was not taken too seriously at first; she lacked a well-organised party, a network of 
local strongmen capable of delivering support, funds to translate her popularity into votes, 
and, as she argues, was given to understand that she would not be allowed to win in any case 
(Defensor Santiago 1994). When, in spite of these disadvantages, she continued to top the 
polls, however, her adversaries got worried. A proposal to co-opt her as vice-presidential 
candidate by one of the other contestants she turned down, leaving her adversaries no choice 
but to confront her. At one point during her campaign, Santiago was almost killed in a car 
accident under rather suspicious circumstances259. After that, smear campaigns started in 
which she was simply labelled insane and suffering from psychological defects (Locsin Jr., in 
Philippines Free Press May 23 1992). The carefully nurtured image of the daring woman, 
doing the impossible in fighting the system, struck a chord with the Philippine public, 
however. In spite of the campaigns against her, a vast majority of election polls continued to 
put her firmly on top until a week before election day itself. In previous elections such polls 
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 For example, critique about her performance in public office, not being a team player, she rebuked with “that 
is the arrogance of power, the arrogance of intellectual bonzai.". Earlier on, when describing her management 
style (“spiritual fortitude, intellectual scholarship, and, if all else fails, physical violence might prove salutary"), 
Santiago argued that in fighting corrupt officials “head-bashing is the best strategy. Sometimes I have to splatter 
their brains on the pavement." (Santiago upon receiving the Magsaysay award 1988). 
259
 The car in which she was driven was rammed by another, driven by a military man who for some reason lost 
control over his brand new car, in the middle of an otherwise empty road, precisely at the spot where Santiago 
usually sat.  
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had predicted results rather accurately, but this time they apparently were wide of the mark. 
As indicated, the election was eventually won by Ramos, with 5342521 votes or 24% of the 
vote. Miriam Defensor Santiago ended up second, receiving 4468173 or 20%. However, the 
counting process, in which Santiago led for the first five days, was inexplicably interrupted 
for a few days in Manila after which results suddenly reversed, and there were numerous 
allegations of votes being destroyed, created or changed. Santiago claimed to have proof of 
her being the true winner and carried an election protest before the Supreme Court. However, 
in addition to the many enemies she had made during the years, the tide was against her now 
as well. Within and outside the country, many probably felt that the Philippines’ fragile 
democracy could not afford any doubts about its functioning at this moment in time260, and 
preferred to recognise Ramos as the new President of the Republic. The case before the 
Supreme Court was finally dismissed in 1995 on a technicality, according to Santiago upon 
pressure of Ramos (Defensor Santiago 1998). She did get elected into the Senate in 1995, 
though.   
Whether or not Defensor Santiago actually won the 1992 elections is something that is 
likely to stay unclear forever, but perhaps not the most important issue the case raises. 
Santiago’s electoral performance and the electoral process made two things clear: first, that 
the idea of the 1992 elections as clean and non-corrupt was flawed. This was not the victory 
of democracy it was hailed to be by Aquino, and in this Miriam Defensor Santiago is able to 
cite support of the press (Daily Globe May 14 1992; Arab News May 15 and 17 1992; Manila 
Standard May 18 1992; Philippine Daily Inquirer May 25 1992; Malaya 19 June 1992; Manila 
Standard 19 June 1992; Manila Bulletin May 15, 17 1992). Secondly, even if she did not 
actually win the election, the process made it clear that Santiago very well could have won, 
showing that what until then was deemed impossible might be possible after all. In fact, other 
members of the PRP, who were equally lacking in political experience, funding and the skills 
of traditional politics, did get elected. General Alfredo Lim, for example, won the Manila 
Mayorship as an upstart in politics without political machinery. It is apparent, therefore, that 
the message the PRP and Santiago put across struck a very resonant chord with the public. 
The election results are an indication of how the public actually perceived the supposedly 
democratic system that had been created in the past years.  
Pseudo-Democracy? 
The basic idea of the movement Santiago headed, which was apparently widespread 
among the public, was that democracy not only required all the laws considered constitutive 
of it, but also the adherence to these laws, by the letter and the spirit. In absence of such a 
situation, what went through for democracy was widely understood to be “not quite, not 
really, well, democracy” (Sidel 1995, 147). According to this view, the Philippines was 
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 It is not unlikely that a lot of these felt that the Philippines’s fragile democracy could not afford Miriam 
Defensor Santiago as a President just yet either.  
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actually ruled by a few elite families—the oligarchy (Hutchcroft 1998)—who worked around 
rather than within formal democratic structures. Politicians typically rose to power through 
maintaining networks of patronage rather than through party politics (Landé 1996, 101). 
Formal institutions and laws are thus downplayed in favour of personal bases of power, so 
that even in a situation where all the democratic institutions are in place, power is distributed 
very unequally (Sidel 1995, 138).  
The culture of corruption and lawlessness that Santiago addressed in this way 
contributes to the continued inequality, oppression and poverty in the Philippines. In a context 
where the powerful are not expected to follow the law (Mulder 2000, 36), popular influence in 
drafting laws—if at all—is all quite meaningless, rendering Aquino’s democracy a facade. 
Many people believed that for all the formal rules and democratic institutions the Aquino 
administration had created, not much had effectively changed. The acting chairman of the 
Philippines Commission on Elections, Haydee Yorac observed during President Corazon 
Aquino’s tenure that “practices and devices that we used to denounce in the days of the 
dictatorship have resurfaced with new intensity—except now we do them in the name of 
democracy…In a lawyer-dominated society there is remarkable cynicism about rules (and) a 
tendency to undermine rather than reinforce the rule of law…Fraud, terrorism, undue 
influence and bribery of public officials are resorted to without hesitation or remorse to gain 
unfair advantage” (Case 1996, 31). In this view, the concept of trapo played a central role 
(Noble, Daily Globe June 29, 1992). Trapo is the abbreviation of traditional politicians, but 
also the Tagalog word for dishrag (Hutchcroft 1998, 252)261. Traditional politicians, labels 
that stuck to people like Salonga, Laurel, and Mitra, were considered to be more concerned 
with bending the rules, patronage, and backroom deals in their own personal interest than with 
the interest of the country. As Cardinal Sin mentions, “the trapo is responsible for a political 
culture of corruption, disrespect, if not disdain, for the spirit and the letter of the law, and 
ultimately for the total separation of politics from the fundamental Christian values of truth, 
honesty, respect for the human person, and dedication to the advancement of the common 
good” (Philippine Daily Inquirer, February 5 1998).  
These trapos were still ruling the country, just like they had always done, ultimately 
unaffected by regime changes262. When the Aquino administration had restored the 
democratically elected Congress in 1987, it was observed that “the new Congress is not new 
after all…. The scene was too disturbingly reminiscent of the pre-martial law legislature. The 
traditional elite politics order of power has been preserved…With no change in the rules of 
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 The meaning of ‘politics’ in the first place is interesting in this respect as well. The Tagalog term pulítika 
indicates “the perception of politics as a process of bargaining, with implicit self or factional interests involved”, 
which are usually disguised under hollow rhetoric (Ileto 1998, 160). This indicates “a sense of public contempt 
for the political profession” (Mulder 2000, 44).  
262
 Except perhaps for the brief interlude of Marcos’ rule, in which some of the traditional elites were 
temporarily replaced by new elites, such as Lucio Tan and Benedicto (Escalante et al 2000, 324: Hutchcroft 
1998, 156).  
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the game, the same players who dominated our political life in the past continue to stalk the 
corridors of power.” (Manila Chronicle, June 5 1987). The same thing was observed by Joker 
Arroyo, Executive Secretary in the Aquino administration during the first months: “When I 
was still in the Guest House, I asked for the logs which listed those who had visited President 
Marcos. I compared them with those visiting President Aquino. They were the same 
people…These people have reversible jackets. Good men, but unfortunately they have vested 
interests” (Interview with Joker Arroyo, Sunday Inquirer Magazine, June 28 1992)263.   
In this context, the popularity of a person like Miriam Defensor Santiago is perhaps 
not too surprising. With a political system nominally democratic but firmly under control of a 
small group of traditional politicians, Miriam’s positioning as the loudmouthed outsider bold 
enough to take on the system obviously appealed to many. What is more, she confronted the 
system by playing by the formal rules and simply demanding that others did the same. In a 
situation where elites are able to make or break the rules with impunity, genuine equal 
implementation of the law can be seen as a weapon of the middle classes for their 
advancement (Pertierra 2000, 129). It is in this group that Santiago had most of her following: 
educated, urban people, who had all the qualifications to become the leaders of society but for 
the fact that they did not belong to the traditional aristocracy (Landé 1996, 17-19; 97).  
Aquino herself tried to turn around the criticism of her regime implied in the success 
of Santiago into something positive. She was aware of the elitist structures that had resurfaced 
during her tenure, but pointed out that this was slowly changing as well. In fact, according to 
her, Santiago’s electoral success was proof of the emergence of genuine democracy; “the two 
leading candidacies in the last election prove one thing: the people are taking over the 
elections…If the politicians continue to ignore the people and the people’s organizations, they 
will be repeatedly punished at the polls until attrition removes the last of them.” (Aquino, C. 
1992, 9). It was a rather problematic argument to make. For one thing, if one lends credibility 
to Santiago’s contention that the presidency was stolen from her by Ramos, one could hardly 
maintain that “the people are taking over the elections”. Quite the contrary: the somewhat 
shady course of events rather supports the claim that Santiago would simply never have been 
allowed to win, because elites were not prepared to hand over power. If the remark is taken in 
a more populist feign, it perhaps carries more merit; there is a real tendency for trapos to lose 
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 Other sources carry the same message: “while the institutions of democracy were restored, its essence was 
quick to dissipate in the ensuing scramble for political spoils, the return to power of the traditional elite, the 
expanded influence of big business, the tighter stranglehold of international creditors, the sustained plunder of 
government treasury, and deepening poverty as a result of maladministration and policies that favored the rich 
and powerful” (Cabrera, Daily Globe June 30, 1992); “what happened under the aegis of the new leadership was 
a restoration of “democracy” in its usual elitist and slow-moving pace.” (Aquino, B in Abueva and roman 1993a, 
13); “In spite of an undeniable preoccupation with constitutionalism in Philippine political culture, the viability 
of political authority in the Philippines has tended to be determined by the ability of regimes to deliver patronage 
and bias policy to favour strategic social groups and individuals” (Robson 1987, 116), while this kind of 
“oligarchic control isn’t just past history” (Almonte 1996, 19). This state of affairs was not even really disguised 
either: in the province of Iloilo, ‘traditionally’ controlled by the Lopez family, at one point Olive Lopez-Padilla 
ran for governor on the slogan “Bring Iloilo back to the Lopezes” (Anderson 1995, 30)!   
A Fairy-Tale Gone Sour 
 279 
ground in favour of professionals, entrepreneurs and popular media figures (Velasco 1997, 
290). The later presidency of Joseph Estrada provides a good illustration of that, and one 
could maintain that the election of a non-trapo with a strong appeal to the poor masses 
because of his image as the lone hero fighting the system indeed is a proof of People’s Power. 
However, Estrada’s links to Marcos’ men like Cojuangco and Enrile, the corruption scandals 
in which he became involved, and the way he was eventually toppled by the EDSA II protests 
are reason enough to doubt that this is what Aquino intended264. The other interpretation 
therefore seems more plausible: Aquino had perhaps restored formal democratic rules, but had 
totally failed to implement democracy.    
B. BRINGING POWER TO THE PEOPLE 
If Aquino’s project of restoring democracy had failed, it was not so much because she did not 
manage to recreate the necessary formal institutions. Rather than that, the problem was that 
this democracy was hollow, was not present in content. Miriam Defensor Santiago, among 
others, highlighted the problem of the lack of good governance in this respect. Corruption, 
violence, and lawlessness obstructed formal democratic structures from being translated into 
genuine democracy. If Aquino did not particularly take up this challenge, she did devote 
much attention to another aspect of the problem; participation of the people in the political 
process.  
The movement that had brought Aquino to power had been a popular revolution that 
came about in reaction to the exclusion of the people involved from the political process. The 
message of EDSA was that the people wanted a say in government, and considered Aquino to 
be the most apt person to say things for them. Aquino, therefore, had a responsibility to 
warrant this claim and bring power to the people. After all, especially in the period of the 
temporary Freedom Constitution, that was the main source of her legitimacy. In fact, when 
Aquino ran against Marcos in the 1986 snap elections, the party nominating her was LABAN, 
meaning ‘fight’, named after the 1978 party Lakas ng Bayan (People’s Power), which was 
abbreviated as LABAN. Also, the February 1986 popular protests on EDSA were commonly 
referred to as the People Power Revolution. If Cory was to be the leader of this revolution, she 
ought to bring power to the people.   
In order to stimulate participation of the people in politics, Aquino followed two 
strategies. The first was a policy of decentralisation, culminating in the Local Government 
Code (RA7160) of 1991, perceived by Aquino as one of her main accomplishments. The 
second was a policy of engaging NGOs and grassroots movements in policy making, 
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 Unless “the people” Aquino had in mind were only the middle classes of course. Even during the 1992 
elections, it was Imelda Marcos whose showing was actually correlated strongest with the poor, uneducated 
classes; if measured on regional level perhaps Salonga (Landé 1996, 51: 97). If people power is taken to mean 
the rule by the candidates preferred by the masses, traditional politics seems only to be supported.  
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culminating in the Kabisig initiative, for which the Local Government Code also provided the 
legal framework.  
Both initiatives should be considered against the background of the system as it had 
developed under Marcos. As the Philippines has sometimes been classified as a ‘cacique 
democracy’ in which power was shared between members of the oligarchy, among each other 
fighting for a larger piece of the pie, Marcos could be seen as taking this system to its logical 
extreme. Under martial law, he effectively eliminated opponents within the oligarchy by 
disowning them, thus creating a system in which all spoils of power went to Marcos, who 
could distribute them among his cronies. In this way, Marcos could be called “super patron” 
or “supreme cacique” (Rivera 1994b, 169). The logic of personal aggrandizement led to a top-
bottom system of personalistic patronage networks. Power was eventually extremely 
concentrated in the ruling family, at the top of a feudal empire of clientelistic relations that 
stretched till the lowest level. The creation of barangay units, for example, had been 
indispensable part of Marcos empire building. Upon acquisition of power, therefore, Aquino 
felt she had to replace all incumbent city, provincial, and municipal officials, as local 
government units had become a political instrument of Marcos’ rule (Sarino 1992, 70-1). It 
was not an uncontroversial move; many of these officials were elected and were performing 
quite well, but were now being replaced by a formally non-elected president. As part of the 
project of undoing all that Marcos had done, it had a certain logic; from other perspectives, it 
seemed to contrast with proclaimed commitment to democracy. The kleptocracy and human 
rights violations in which the system had culminated moved Aquino to attempt a 
transformation of the political system in another direction. The general line of her policy was 
to restore elections and reinstitute Congress, and to create a system in which political power 
was distributed along more horizontal lines, with power less concentrated at the top.   
Decentralisation 
Apart from the moral-democratic motivation behind such a policy, it fell in line with 
the common wisdom at the time about ‘government failures’. Decentralisation—just like 
privatisation, liberalisation and a focus on protecting property rights265—thus fitted in the 
neo-liberal agenda sweeping over the Philippines at the time by means of conditional aid and 
technocratic expertise. Interesting aspect of this policy is that just as decentralisation was 
meant to make policy more effective and efficient, Marcos, portraying as the authoritarian 
modernizer, had defended centralisation for those reasons. The feudal character of Philippine 
political economy had to be broken down by a strong man at the top, who was able to 
instigate consistent and effective policies, unconstrained by the fighting over perks at the local 
level. Now, increased fiscal and administrative autonomy of local units was seen as a solution 
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 The watering down of land reform and the commitment to repay all debts should be seen in this perspective. 
Those examples also show the controversial aspects of property rights; the Aquino government to a large extent 
chose to defend them, regardless of how they had been obtained.  
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for the problem of a centralised kleptocracy, as it would reduce possibilities for patronage 
politics in distributing centralized resources (Sarino 1992, 73). One could only expect that 
bringing down one problem, the other would resurface. Indeed, “one of the major concerns 
aired by many sectors…is the fear that the devolution of powers to the mayors and governors 
will simply lead to warlordism at the local level” (Brillantes 1992a, 9) 
First steps towards increasing regional autonomy could be found in the constitution of 
1987. Article X, Section 14 states “The President shall provide for regional development 
councils or other similar bodies composed of local government officials, regional heads of 
departments and other government offices, and representatives from NGOs within the regions 
for purposes of administrative decentralization to strengthen the autonomy of the units therein 
and to accelerate the economic and social growth and development of the units in the region.” 
Like administrative power, economic growth had to be spread more evenly over the country 
as well, by making economic policy to a certain extent a local/regional affair. However, such 
decentralisation was of course meaningless unless there was a corresponding decentralisation 
of funds.  
The financial autonomy of Local Government Units (LGU’s) was eventually worked 
out in the Local Government Code of 1991. As provided by the Code, LGU’s got their share 
of taxes; local officials were given the power to increase local revenues; LGU’s could resort 
to local borrowings as long as service payments did not exceed 20% of the annual budget; and 
LGU’s were given the power to access grants, local or foreign. LGU’s also got more 
administrative autonomy; before any project could be implemented at the local level, prior 
consultation with the concerned LGU was ordered to take place. Patronage politics at the local 
level was of course bound to be strengthened by such measures, and in this way, Aquino’s 
reforms meant a return to the pre-Marcos situation as well.  
The Role of NGO’s  
In another aspect, however, they did imply a break. The more interesting part of the 
Local Government Code is the way in which it attempts to include grassroots organisations 
and NGOs in government. In this respect, the Code had a history. Although common wisdom 
held that EDSA and Aquino’s resulting rise to power were to be seen as a spontaneous 
outburst of individual anger, it was an event that to a large extent had been orchestrated by 
NGOs (Clarke 1993, 231). Stimulated by the Marcos dictatorship that made political 
participation along normal, institutional lines impossible, NGOs had grown in quantity and 
importance over the years. This was aggravated by similar issues within the leftist opposition; 
the tendency of CPP towards top-down centralised control induced many on the left to break 
away from the official structures and operate through NGOs instead. Under martial law, there 
was basically only one organisation that was able to stay independent and challenge the 
regime with meaningful muscle; the Church. The Church was not expected to engage in direct 
political confrontation, however, and organised its opposition while building on its tradition 
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of community development and social welfare work at the local level (Casper 1989, 46). 
Influenced by liberation theology, the Church thus grew more political during the 1970s, 
resulting in a break within the Church between the Right, mostly in the higher echelons of 
Church bureaucracy and supporting the Marcos regime, the Centre, moderately opposed to the 
regime, specifically with regard to its track record of human rights and poverty, and the Left, 
which existed mainly of priests and members of religious orders and opposed the regime 
fundamentally (ibid, 49). Thus, just like on national level normal channels of opposition had 
been blocked so that the Church offered the one possibility to challenge the regime, within the 
Church, a top-down bureaucracy prevented local activists from voicing their concerns through 
established channels. Here the answer was again to resort to NGO development and activism 
on a more individual basis; the militant nuns, immortalised by the movie Sister Stella, were 
prime examples of the latter (Roces 2000, 128-137). This kind of organisation of political 
opposition outside the formal bureaucratic system was furthermore supported by a shift of 
focus in international aid policies. Donors had become more interested in NGOs as a means of 
“bypassing existing structures. Official aid went to government services, and in a poor 
country the reach of government services was often limited to those with economic and 
political muscle. The official donors therefore had no route into places where the poor were 
found” (Black, M. (1992) A Cause for Our Times: Oxfam, the first 50 years, Oxford: Oxford 
University Press, 208, cited in Clarke 1993, 238). After the fall of Marcos, the trend continued 
or even gained momentum as there was “a tremendous growth in Philippine social 
movements” in the decade after EDSA (Diokno 1997b, 1).  One explanation of this could be 
that popular participation through established channels still was not considered sufficient. 
Alternatively, the rising trend could indicate an institutionalisation of NGOs as established 
channel for participation.  
In 1986, to be sure, NGOs contributed significantly to the EDSA uprising. They 
provided routes of mass organisation outside the formal state, something without which the 
broad popular movement culminating at EDSA would not have been able to come about. It is 
not insignificant that people flocked to the streets only after Cardinal Sin, as the head of the 
Philippine Church in a sense symbolising much of the extra-institutional political organisation 
that had emerged over the past decade, asked them to. Even though the left, by means of the 
NDF, boycotted both the 1986 elections and EDSA, leftist NGOs played an important role. 
When Aquino assumed the presidency, these new social movements wanted a place in the 
government after the revolution. In first instance, NGO leaders were indeed included, but 
when Aquino was gradually forced to move more and more to the right, the trend towards 
such new politics seemed to come to an end (Wurfel 2004, 217). At lower levels, however, 
there were still developments that claimed to be about the inclusion of NGOs.  As usual, 
things started with the 1987 constitution, which in Article II Section 23 stated that “the State 
shall encourage non-governmental, community-based or sectoral organizations that promote 
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the welfare of the nation.” Already more specifically, the 1987-92 Medium Term 
Development Plan of the Philippines explicitly acknowledges NGOs to be partners in 
development work. A more important development was the involvement of NGOs in land 
reform. In 1988, the Comprehensive Agrarian Reform Law (CARL) specifically recognized 
NGOs as public interest groups involved in negotiation and conflict mediation. From the other 
side, farmers’ organisations united in the Congress for a People’s Agrarian Reform (CPAR), 
which aimed to push the legislature into enacting a peasant-friendly reform law.  Apart from 
rhetoric and promising initiatives, nothing much came of it, however. With the gradual 
demise of meaningful Agrarian Reform, the CPAR fell apart as well (Wurfel 2004, 217). The 
Department of Agricultural Reform (DAR), meanwhile, mainly chose to work with a handful 
so-called ‘GONGOs’ (government-oriented NGOs) and faced hostile criticism from others. 
More and more, NGO involvement in politics was decreasing again, as the government 
moved more to the right.   
Kabisig 
After the failed coup of December 1989, however, Aquino sought to recoup the 
initiative. In the light of the coup, she was widely criticised for being an ineffective president 
that should do more to bring about genuine reform. For this, Cory attempted to go back to the 
force that initially had brought her to power; the people. As representatives of the people, she 
felt that NGO’s had to be included more in policy making and implementation (Aquino 
1996). With this objective, Aquino announced the Kabisig or Linking Arms movement on 
Independence Day, 1990. NGO’s were less than enthusiastic however, illustrated by their 
absence at the celebrations at which Aquino announced the initiative. They by and large felt it 
to be a rhetorical initiative, and to be too little too late. Aquino had made it especially hard on 
herself by not defending the confirmation of former Secretary of Agrarian Reform Fransisco 
Abad in the Commission of Appointments in 1989 (FEER, July 5, 1990, 18). Abad, widely 
considered to be relatively pro-farmer, was the first DAR Secretary to try to genuinely reach 
out to the NGO’s. He was awarded by a withdrawal of support from the side of Aquino and 
lasted only three months as a Secretary.   
Although all the signs of the failure of the Kabisig initiative were already there, the 
idea provided the basis for more substantial steps in the Local Government Code a year 
later266. Here, NGOs were affirmed as legitimate representatives of popular interests, and a 
vehicle in re-democratisation. The Code provided that LGU’s might enter into joint ventures 
with NGOs in order to deliver basic services, livelihood projects, spur rural industrialisation, 
and all kinds of projects to improve the social-economic condition of the people (Brillantes 
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 Aquino would claim that the Kabisig initiative and the Local Government Code were among her most 
significant successes. During the State of the Nation address of 1991, she argued that the People’s Kabisig 
movement had mobilized over 40000 projects. However, one could debate about the extent to which the Kabisig 
movement was ‘the People’s’. Qualitative factors, like the kind of NGOs involved, were more important than 
mere quantity in this respect.  
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1992a, 8). NGOs were also allocated seats in local bodies, such as the Local Development 
Council, intended to be the primary local policy making and planning body, in which NGOs 
were to hold a minimum of 25% of the seats (ibid, 6).  The Code also encouraged (financial) 
support for NGOs by LGUs (ibid, 10). Here, the problems with the initiative began to arise. 
The proclaimed intention of the initiative was to include the people in policy making. Since 
this could not be done directly without any kind of organisation, NGO’s and People’s 
Organisations were used to this end. When immediately after EDSA Aquino had sought to 
replace all local officials, they usually were replaced by people from the cause-oriented and 
NGO sector. The same logic was behind the Kabisig movement and the Local Government 
Code; enhanced democracy through direct lines between president and civic society at the 
local level. However, the democratic content of these moves rested on the assumption that 
NGOs and People’s Organisations indeed represented the people. This assumption often was 
indeed only that; an assumption (Quimpo, 2004). In contrast with local officials, who are 
directly accountable to the people, NGOs are accountable to no one. When one adds to this 
the mandatory allocation of seats to NGOs, regardless of the degree of organization of 
districts, and the encouragement of financial support of LGUs for NGOs, the danger of the 
emergence of front organizations, closely affiliated with local officials, was quite significant. 
Hence, that the Local Government Code would support warlordism at the local level was not 
unlikely. In order to counter these problems, the Code provided a system of accreditation of 
NGOs267. A rule like the prohibition of NGOs initiated by local politicians from sitting in 
local special bodies was absent however (Brillantes 1992a, 13-14), and the process of 
accreditation created the danger that the project would be more about co-optation than about 
involvement. For example, the NEDA board passed a resolution to strengthen GO-NGO 
collaboration through accreditation for program participation, tax exemptions and support for 
funding (Aquino, C. 1991, 45). While such initiatives were necessary to give Kabisig a legal 
and administrative context, they were increasingly removed from the bottom-up approach that 
participation was proclaimed to entail.  
Outside Aquino’s government, initiatives at NGO involvement in politics continued, 
though. In 1992, NGOs formed an electoral coalition, AKBAYAN, supporting the LP-PDP-
Laban coalition, including Javier Salonga’s presidential bid. It has been argued that NGOs 
formed the main source of support for Salonga, who eventually won 10% of the votes. 
However, there was little evidence that NGOs actually swung much of the votes (Landé 1996, 
105). This event illustrates two things. First, it shows how the direct link between NGOs and 
Aquino had been gradually cut off over the years, as the main NGO involvement in the 
presidential elections of 1992 was in support of another candidate than the one endorsed by 
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 Criteria included are registration with either any recognised national agency that accredits people’s 
organisations of the private sector, such as the Security and Exchange Commission or the Cooperative 
Development Authority, or the local sanggunian; criteria concerning the duration of existence of the NGO; and 
criteria concerning its reliability and transparency.   
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Aquino. Secondly, it suggests that NGOs—at least by 1992—could only get so far in political 
mobilisation, putting doubts on the assumption that they were representing the people. An 
alternative interpretation of the latter is that the electoral system failed to represent the 
people’s will. The continuing growth and abundance of NGOs in the Philippines might then 
in itself be taken as an indication that established channels of political participation are 
blocked to many people268. In either case, Aquino’s claims to bring power back to the people 
sounded increasingly hollow.  
Conclusion 
The expectations which Aquino faced upon assuming the presidency in 1986 were probably 
quite unrealistic. The situation in which she found herself would have been a dire one for even 
the most experienced of politicians. Although she undoubtedly could muster mass support, 
she had also many enemies. What is more, the support she had turned out to be so divided that 
it was inevitable that some sections of her initial backers would turn into enemies as well.  
Interestingly enough, the high expectations at the start of Aquino’s term were to some 
extent fuelled by herself. When embarking on specific issues like privatisation and 
liberalisation of certain sectors, Aquino herself made these part of a comprehensive overhaul 
of society in the name of social justice. The pragmatism ascribed to the Malaysian technocrats 
was certainly not informing the reformist movement in the Philippines; Aquino’s agenda 
comprised an ideologically motivated reform-package spreading out over every aspect of 
government and governance. In a way, the economic reforms sought by Aquino were thus 
embedded in social, political, and—as will be argued in the following chapter—cultural 
reforms. This embeddedness is of a different and more complex nature than embeddedness of 
reforms in Malaysia, however. It will be discussed in more detail in the upcoming chapter 
Given the high expectations, the many problems she faced, added to the fact that 
Aquino personally might have less than an incentive to undertake some of the proposed 
reforms, the eventual outcomes become rather understandable. Land reform was widely 
perceived to have been a failure. Efforts in economic liberalisation were more of a success but 
still disappointing to many. The one thing with which Aquino was credited—or credited 
herself—was the restoration of democracy. However, restoring democratic structures in the 
eyes of many had led only to the reinstitution of oligarchic rule. The restored Congress soon 
turned out to be as dominated by elite families and ineffective as ever. Even more seriously, 
the final victory claimed by Aquino—handing over power peacefully to a democratically 
elected successor—was tainted by not too incredible suggestions that Ramos cheated in the 
elections. Even if he had not, however, it was clear that his electoral victory had much to do 
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 It has been argued that in spite of the many NGOs the Philippines has been characterised by low trust. 
Patronage politics, lack of political social organisation, fragmented fragile political groupings, many ineffective 
checks and balances created because of distrust all point to that. The Philippines has a “weak state”, with a “rich 
civic society”, yet this ‘rich’ (note the choice of words—rich rather than strong) civic society apparently 
somehow fails to make a dent in the political system (Chikiamco 1998, Column Manila Standard Jan 14 1996).  
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with the influence Ramos held over Aquino, especially after 1989. Since this influence was 
mainly based upon Ramos’ ability to restrain the military, the democratic content of the 
political system was rather dubious.  
All in all, there is quite a consensus about Aquino’s presidency having been a failure; 
the main difference of opinion is whether it counts as a downright or qualified failure. To 
investigate how high hopes could turn in such a harsh judgement in a couple of years, we will 
need to discuss the main themes in the stories about Aquino’s presidency more analytically. 
This will be done in the next chapter.  
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8  Tales from the Sickbed  
Interpretations of Aquino’s Reform Projects 
 
Introduction 
Having shortly described the fate of the reforms instigated by the Aquino government, the 
next question is what to make of this. How were these reforms presented, what were the 
common themes and angles in the stories about the various reforms? This is the first question 
I will take up in this chapter. The second question is where these themes come from. The 
answer to this question can be given from two directions. First, it is possible to investigate to 
what extent the main themes in accounts about the Aquino administration reflect larger stories 
about Philippine society, political system and economic development. Secondly, it is possible 
to relate the emergence of particular themes and stories to factors of political economy; the 
interest of the one telling a particular story. These questions will be addressed in the second 
section of this chapter. The third issue I will take up in this chapter is the discussion of these 
themes in the light of the theoretical chapter of this thesis; the role of the categories of culture, 
economy, and politics in the stories and their impact on reform and development in the 
Philippines. The chapter will end with a conclusion.   
8.1 Common themes in Aquino’s Reform Projects 
A. THE GOALS: THE AGENDA OF EDSA  
 
“Let us never allow our history to record that what happened in EDSA was planned in 
boardrooms and executive suites. Let us insist that EDSA was the long-delayed outpouring of 
the conscience of the littlest man, the littlest wife and the littlest child—all of them Filipinos—
from the littlest house of the littlest barangay. It was the triumph of the Filipino soul.” (Roces 
1988) 
 
The fall of Marcos, to many people, was a long awaited event and was widely felt as the dawn 
of new era. The events leading up to the Marcos’ giving up the presidency and fleeing out of 
the country made a deep impression upon people, both within the Philippines and in other 
countries. However, what it exactly was that had taken place on the Epifanio De Los Santos 
Avenue on those four days in February 1986 can be subject to discussion, and it indeed has 
been. Whereas EDSA has gone down in the history books as a peaceful, spontaneous 
democratic revolution, one could equally interpret it as an ordinary military coup, which just 
happened to be supported by a group of citizens in the capital. It has also been argued to have 
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been much more organised than common wisdom allows (Clarke 1993, 231) All in all, as 
historian Reynaldo Ileto remarks, “all sorts of analyses have argued to the effect that the 
‘EDSA revolution’ cannot be called a revolution, that it can best be described as a form of 
regime change, a coup d’etat, a restoration, and so forth” (Ileto 1993, 62). What is clear, 
however, is that, for some reason, the people involved felt it was a revolution and described it 
thus. EDSA was more than just the removal of a dictator; it was an expression, or even the 
victory of popular will, longing for fundamental change in Philippine society, politics and 
economy. Any reference to the event made in the years following it supports this 
interpretation269. Thus, “the EDSA revolt created a myth of popular participation that had not 
previously existed, except perhaps during Ramon Magsaysay’s presidential campaign” 
(Timberman 1991, 383). This aspect shows even clearer in that other name by which the event 
has come to be known: People Power. EDSA was a revolution that was about handing over 
political control to the people. Yet, it was clear that merely replacing Marcos with Aquino did 
not alter in any way the basic principles along which Philippine society functioned, and did 
not accomplish that goal by itself. Thus, EDSA might have been a revolution indeed, but it 
was an unfinished one at that. As Cardinal Sin argued, “the revolution in the Philippines is not 
over yet. I have affirmed again and again that we have only started a new period in our 
history” (Sin 1987, 15). In this interpretation, EDSA meant liberation from a traumatic past, a 
catharsis. It was both change and a call for change, bearing promises of further reaching 
reforms. In this sense, EDSA was indeed the start of a revolution, or at least was intended to 
be. It set the agenda for further changes in the coming years.  
Whose Agenda? EDSA as Legitimising Myth 
Here we have an event that was widely felt to have been an outburst of popular will, that was 
generally considered to be the beginning of wide and fundamental changes, and about which 
it was not very clear what kind of changes it promised. It is not surprising, then, that any 
group with political objectives would try to postulate their objective as what EDSA had been 
about. If one was operating in the line of EDSA, one was representing the popular will, and 
the justness of that could not be challenged. The vagueness of EDSA’s content, meanwhile, 
meant that almost any agenda could be legitimised by referring to People’s Power. And so, 
many agenda’s were, varying starkly.  
Indeed, the reproduction of the EDSA myth and the claiming of it are some of the 
main themes in all accounts of politics and economy under Aquino. A very clear example is 
the conversion of ‘People’s Power’ to ‘Prayer Power’, by Cardinal Sin. When Aquino at one 
time introduced this term, Sin immediately picked it up (Sin 1987, 36). In the following years, 
he would speak consequently of ‘People and Prayer power’ when referring to the events at 
                                                 
269
 Except when made by supporters of Marcos, who saw Enrile and Ramos simply as traitors, and the revolution 
as an unconstitutional power grab.  
Tales from the Sickbed 
 289 
EDSA, and ultimately even only of Prayer Power (Sin 1998) 270. Sin actively portrayed “the 
February revolution as a religious experience” (Sin 1987, 22). By thus claiming EDSA, the 
Church both secured a solid position in the corridors of power, and was able to provide crucial 
support to Aquino’s presidency when it was attacked from all sides.   
 The person able to claim People Power most convincingly was undoubtedly Mrs. 
Aquino herself. Aquino’s stature as a president, domestically and internationally, was directly 
derived from the idea that she represented the voice of the people that had become heard at 
EDSA. Now, the People had been victorious, and Cory was President; the one could not be 
without the other. During her reign, she therefore took pains to reproduce the myth of EDSA 
as a spontaneous popular, democratic revolt. For one thing, this is illustrated by the name she 
preferred, ‘People Power Revolution’, which also referred to LABAN (Lakas ng Bayan), the 
main party supporting her. LABAN at once referred to the popular mandate Aquino got, and 
to the struggle of her deceased husband, who had challenged Imelda in 1978 as a candidate 
for LABAN as well. In this light, the use of the colour yellow in various campaigns needs to 
be considered as well. Yellow had gained a life of its own; the yellow of Ninoy’s funeral, the 
yellow of LABAN during the snap elections, the yellow of EDSA created a symbolism that 
was self-validating and cumulative. The colour of hope, the colour of change, the colour of 
courage—its uses during these crucial times certified such meanings, and using it in other 
campaigns such as the 1987 elections enabled one to transfer the significance of past events 
onto newer challenges. Cory clearly presented herself as the widow of Ninoy, and despite him 
being dead she was “still married to his cause”. She made it clear that she never sought the 
presidency, would rather go down than to abuse her position—to use it even—and would be 
more than willing to limit her own powers (Aquino 1996). Through such references, Aquino, 
the suffering under Marcos, the Revolution, and Democratisation became one and the same 
thing. As pointed out, while still governing under the temporary Freedom Constitution (its 
name itself a referral to the democratic revolution and a line of defence against the military 
seeking a role in government), this symbolism provided Aquino’s main basis of legitimacy. 
Inaction and failure to meaningfully transform society she sold as reluctance of using her 
almost dictatorial powers, thus establishing a “publicly cultivated sincerity” with which she 
managed to present herself as the opposite of Marcos (Daily Globe, August 20, 1991). Her 
popularity in the first two years was based upon the denunciation of Marcos, and faults and 
problems were attributed to Marcos’ legacy rather than the Aquino administration. The new 
government may have had its flaws, EDSA gave it a moral legitimacy almost unheard of, and 
thoroughly exploited; “Cory Aquino correctly took pride in EDSA, but this turned, over time, 
into a personal fetish and a most cynical tool for dominating the moral high ground of 
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 Cardinal Sin would also add to the idea of divine intervention by speaking of “the one hundred shining hours, 
the four fateful days of February 1986, when God helped us become one people and (in the words of 2 Chr 7:14) 
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Philippine politics. Instead of becoming a symbol of national unity for fostering a broad-based 
triumph of the people against tyranny, EDSA has been misrepresented as a Corysta victory, 
with patents and franchises reserved for the Aquinos (Manila Standard, February 23, 1998).  
The Politics of Claiming EDSA 
The reproduction of the ‘People Power’ myth provided Aquino with a defence against 
several threats. The military, who were expecting a role in the government on basis of the role 
they had played in toppling Marcos, were kept at bay by arguing that the real revolution was 
not theirs but the people on EDSA’s. Since Aquino needed the support of the military, she 
allowed it some of the glory of EDSA, yet she was always careful to specify that role as the 
one of a professional military supporting a democratic revolution; “some called the past 
regime a military dictatorship, yet it abused and shamed the military”; and addressing the 
army, “you disobeyed the dictator, in obedience to the higher call of freedom” (Aquino 
1987d). People Power as a democratic revolution could not result in a military role in 
government. In reaction, military men like Enrile tried to claim EDSA themselves by 
producing a different story. For example, in a Speech in a Senate dominated by pro-Aquino 
groups, Enrile argued that “more than any man in this chamber, or even in this administration, 
this representation found himself in the arena of physical confrontation during the fateful four 
days of the EDSA revolution” (Enrile 1991). He also argued that he could have taken the 
presidency during those revolutionary days, had he wanted to do so271. His decision not to do 
so proved his commitment to democracy, but the vindictive, inept government of Aquino 
subsequently squandered the opportunities Enrile so graciously awarded it with (Enrile 1992). 
This was a clear case in which discussions about the nature of past events had implications for 
the power distribution in the present. In the post-Marcos constellation, not being able to claim 
EDSA meant not being able to claim to political power. One should consider the Kabisig 
initiative in reaction to the December coup of 1989 in this light. Now that the military had 
come so dangerously close to taking over, Aquino needed to assert once again that EDSA had 
been hers an ‘The People’s’ only. Reproduction of the idea of EDSA as a broad popular 
revolution effectively warded of the ambitions of the military right. By actively drawing in 
‘The People’ (in the form of NGO’s, private organisations, and grassroots movements), 
Aquino could claim to be finishing the People Power revolution and secure her own power 
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 In spite of the fact that the flow of events during those days rather suggests that Enrile’s coup attempt had 
failed and were it not for Cardinal Sin calling up people to defend the mutineers in protest, Enrile would not even 
have survived most probably, let alone be able to grab power. The press conference held at Camp Aguinaldo 
during the time does not suggest that Enrile gave up any presidential aspirations in favour of Aquino voluntarily, 
moreover. These elements—the idea that Enrile had been effectively saved by the people, led by Aquino and 
Cardinal Sin—was denied in Enrile’s version of events as well. According to him, being firmly on the right and 
thus reaching out to Marcos’s followers, Marcos had abdicated more or less voluntarily. “Ferdinand Marcos—let 
us not forget—ended his political career and spent his days in Hawaii because he chose to leave Malacañang in 
peace instead of using his artillery on his own soldiers and his own people. He did the very opposite of what the 
leaders of Beijing did at Tiananmen Square” (Enrile 1991). In such an interpretation, Enrile denied Aquino the 
moral high ground she so gladly took, giving Marcos the credit for keeping the take-over bloodless and 
attributing to himself the sacrifice of not taking the presidency when it was there for grabs.  
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base. Thus, “People’s Power… created a ‘myth’, which both legitimizes the Aquino 
revolution in true democratic spirit, and engenders in Filipinos a greater sense of belonging to 
and power over the system” (Mackenzie 1987, 57). 
Meanwhile, EDSA being a focal point for political action brought the Right in a 
difficult position in these years. As shown, part of the right was able to make a claim to 
EDSA (the RAM, Enrile and Ramos) and these parts actively tried to do so. Parts of the right 
were not able to make such claims, however. These—most notably Danding Cojuangco, 
Imelda Marcos—lost access to government. They were positioned outside the dominant 
discourse, and although they still had a large following, a clear division between their ‘part’ of 
society and the now-dominant anti-Marcos coalition existed, as the 1992 presidential elections 
would show (Landé 1996, 98). Within the dominant discourse, one had to be able to claim 
EDSA in order to gain power. When Ramos was criticised during the election campaign about 
his role as Chief of Constabulary in the Marcos administration, he could successfully ward off 
the attack by pointing out his role in February 1986 (Landé 1996, 96). In fact, Ramos event 
went as far as initially naming the political party supporting his candidacy Lakas-EDSA. 
Claiming EDSA secured an unquestionable legitimacy for his presidential bid.   
Redefining EDSA 
The use of the People Power myth by Aquino to defend herself against outward threats 
is also visible in its increasingly narrow redefinition. As Aquino proved unwilling or unable 
to bring about meaningful changes in the country’s political economic structures, democracy 
was brought forward as her primary objective and the only thing EDSA had really been about. 
Less concerned with contentious issues like tariff reform or land reform, she embarked on 
procedural initiatives aiming to bring power to the people more directly, like elections and 
Kabisig. “She invariably portrayed herself as a ‘transition president,’ one whose main duty 
was to restore democratic institutions”(Roces 2000, 81). Economic reform, land reform, 
addressing the oligarchic structures of privilege, corruption and mismanagement, all were 
merely secondary to that. The thing about that was that, in so far as democracy had indeed 
been restored, it basically had been restored during EDSA itself. Claiming EDSA, Aquino 
could claim the restoration of democracy as her accomplishment, so that the two became 
inextricably bound up with each other. The equation of Aquino with People Power meant that 
as long as she was not toppled, democracy was victorious. Just continuing to be there as 
president was a great step already in finishing the revolution. This perhaps explains that 
Aquino seemed satisfied with just sitting out her term; doing something would only endanger 
her real task, institutionalising democracy by being there for a full term. “Yielding to neither 
side became the primary goal of her presidency”(Roces 2000, 80). Even many of her critics 
fell for that: the relatively peaceful elections and transfer of power to Ramos were considered 
to be the institutionalisation of democracy, the least with which Cory can be credited (Tiglao 
1992, 77).  
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The portrayal of EDSA as having only been about constitutional democracy was also a 
way of claiming EDSA for the moderate middle classes. Perhaps one of the most peculiar 
aspects of almost any account of the fall of Marcos is the removal of the militant left from the 
story. The left, having called for a boycott in the elections of 1984 and 1986, did not 
participate in EDSA and was therefore not able to claim it. Yet, one could hardly seriously 
argue that the fall of the Marcos’ regime occurred in those four days alone; nor that the 
occurrence of EDSA in the first place did not have anything to do with the military successes 
of the NPA and the crisis situation in the country it had created. The unprecedented joining of 
protests by middle classes and Makati businessmen was merely the last straw. But 
simultaneously, these people chose to clearly distinguish themselves from the militant left; the 
pacifism of EDSA was partly motivated by “the utilitarian perspective that violence would 
merely render unattainable the desired political and social goods” (Mackenzie 1987, 44), 
because the use of violence was precisely what set apart the middle class opposition from the 
radical left. Thus, a version of history emerged, in which “in the Aquino administration, the 
EDSA revolution was a middle class phenomenon…the Left’s historical analysis (i.e. 
claiming they played a role in EDSA) is wrong. Given the dimension that the revolution was 
basically a middle class revolution, it was not a revolution of the poor. Certainly it was a 
middle class thing, it was not really against these economic reforms per se. They were really 
against the dictatorship and the excesses of dictatorship, and the frustration of the democratic 
process. I mean, the left did not participate in the EDSA revolution. They were caught 
flatfooted. They cannot really claim ownership of that.” (Avila, interview July 2002). The 
leftist agenda was thus removed from the myth of EDSA. All the reforms it proposed were 
not really opposed by the middle class, but not actively endorsed either; once things became 
contentious and the risk of instability emerged, middle class support would be withdrawn. 
That was possible because it was made clear that EDSA had not been the Left’s revolution in 
the first place. This stance explains the fate of the more radical reforms in the years following 
the revolution. Left-leaning politicians were included in the government, but from the point of 
view of People Power—their representing popular movements—not because of their ideas272. 
Perhaps, the NDF boycott of the elections had indeed been a strategic mistake, but the 
argument was clearly enthusiastically taken beyond its value by the centre and right (Clarke 
1993, 234). Denying the left a claim to EDSA meant denying it a place in the post-EDSA 
political environment. The administration thus made it clear who was in a position to have an 
agenda in the years following the fall of Marcos: EDSA had been Aquino’s revolution, 
together with the people. This left her, and her alone, with the right to govern273. 
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 Not exactly alone, of course; as her government was the embodiment of the popular will, one could hardly 
say that she was in power all by herself.  
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What’s on the Agenda? The System as the Problem  
If EDSA were to be considered a yet-unfinished revolution, and it was clear whose revolution 
this was, what was this revolution about? Although EDSA meant different things to different 
people, legitimising different agendas, on a higher level there were some basic similarities 
still. The political system as it was, was considered to reflect the interests of the privileged 
few. Power, economically and politically, was concentrated in the hands of a small group of 
families—the oligarchy (Hutchcroft 1998; Rivera 1994a). Although there had been small 
differences in the composition of this elite between the period before and during martial law, 
the basic inequality had remained the same (Escalante et al 2000, 324; Rivera 1994a, 14). A 
‘great divide’ existed between the traditional elite families, controlling the country, and the 
masses with little influence and wealth. This divide characterises the political system: 
“enjoying little autonomy from dominant social classes, political clans, powerful families, and 
other entrenched particularistic groups, the Philippine state is captured by—rather than 
autonomously embedded in—competing and diverse social interests” (Rivera 1994a, 130). 
Thus, the Philippine state is plagued “by the overpowering strength of a predatory oligarchy” 
(Hutchcroft 1998, 57). Elites are in the position to make and break the rules with impunity 
according to their interest, and the logic of personalistic networks surpasses that of 
bureaucratic and legal rationality. Sidel (1999) speaks of ‘bossism’ in this respect; a system in 
which the country is directed and exploited by a few families having built personal empires at 
a local or regional level, bending and if necessary neglecting the formal political structures 
and rules (ibid, 19). Such a stance towards the state is illustrated by the elites attitude with 
respect to redistribution: “the Filipino elite feel a sense of responsibility towards the poor, but 
this responsibility is met through the provision of assistance on a patron-client basis or 
through philanthropic activity, rather than a more substantive commitment to redistributive 
action led by the state, involving, for instance, more elaborate social safety nets financed by 
higher taxes” (Clarke and Sison 2003, 237). Taxes are generally evaded, “political and 
economic power (are legitimised) on a personal basis” and among elites there is a general “de-
emphasis of the formal institutions and laws of the Philippines’ constitutional democracy” 
(Sidel 1995, 138). The fact that power is derived from personal and kinship networks rather 
than from formal positions allows for a great deal of continuity in elites, even for the building 
of political dynasties274. In the Congress of 1992, 32 % of the House were children of 
renowned political figures in the provinces they represented; 15% were third or fourth 
generation politicians in their families; 23% had siblings in politics. Some, such as the Lopez 
clan or Veleso family, went back to the 1900s or even before (Gutierrez 1994 4-5). In the 
1987 House of Representatives, things were even worse: 130 out of 200 House Members 
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belonged to so-called ‘traditional political families’, with another 39 related to such families 
(Anderson 1989, 27). The result of this situation is that changes affecting the position of the 
elite tend to be blocked, and the Philippine political system proves incapable to effective 
governance. In fact, elites portray a “neo-elitist non-decision-making style”, manipulating and 
controlling “the rituals and procedures of the policy process to promote and defend their 
interests, perpetuate the status quo, and block all challenges to the prevailing system of value 
allocation” (Villanueva 1992, 179). ‘Politics’ is characterised by a combination of non-
decision-making and fighting over spoils. Thus, it has become a word weighed down with 
negative associations; “there is an absence of politicians, and of a civil society, who take care, 
who identify with the place, who take pride in it. Organized civic action or protest hardly 
exist, if at all. People know about graft in public tenders, and are prepared for the poor quality 
they receive. “Such is life in the Philippines,” they will explain. The many civic clubs seem to 
leave it at that, too.” (Mulder 2000, 16, description of Lucena City, Southern Tagalog). 
Similarly, political parties are classified as “toys of the elite” remaining the object of profound 
popular cynicism (Clarke 1993, 246) 
This fundamental inequality, the self-interestedness of the elites with which it is 
associated, the informal sources of power on which it is based, and the reluctance to change it 
results in, are considered to be some of the main problems of Philippine society. In fact, “the 
conservatism of the elite, the primacy of family ties, an unwillingness to decentralize, hazy 
standards of government ethics, and…a deeply divided society” would prove the undoing of 
Aquino’s reforms as well (Timberman 1990, 168). The People Power revolution perhaps 
before all was meant to bridge this divide, and to mark an end to traditional politics275. 
‘Trapos’ were held “responsible for a political culture of corruption, disrespect, if not disdain, 
for the spirit and the letter of the law, and ultimately for the total separation of politics from 
the fundamental Christian values of truth, honesty, respect for the human person, and 
dedication to the advancement of the common good” (Cardinal Sin, quoted in Philippine 
Daily Inquirer, 5 February 1998). A perceived need to bridge the divide within Philippine 
society and eliminate such traditional politics was widespread. As indicated, Marcos had 
already defended martial law, among others, by pointing out the need for the destruction of 
the position of the traditional elites. Bridging the ‘great divide’ was thus an argument alluring 
people from almost anywhere on the political spectrum. Although wide differences existed 
about the content and extent of desired measures, there was some consensus that the 
revolution was about addressing the ineffectiveness and inequality in the Philippine political 
economic system.  
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B. THE MEANS: ESCAPING THE SYSTEM 
“I thought again of how it started, what I had seen, and how much people power had 
achieved all by itself. I thought that, not just democracy but the economy itself might be 
rebuilt, and social institutions reformed, by calling again on the power that made the country 
free.…People empowerment, by direct participation in government or by indirect involvement 
through NGOs, was the surest means of making government mirror the aspirations of the 
many rather than merely advance the interests of the few” (Aquino 1996). 
 
Moral Reform First!  
The above statement of Aquino, made in 1996 after her presidential term had been completed, 
is revealing about Philippine politics and society in a number of ways. First of all, Aquino’s 
statement repeats the idea that there is a fundamental divide within Philippine society between 
the have’s and have-nots. The political economic system is problematic and needs to be 
changed. However, Aquino’s statement does not exactly leave it at that. Rather, it speaks of 
an ambition to completely re-create society. Aquino’s proposition to change the economy and 
social institutions through people power reflects the idea that the ‘rot’ of the problematic 
political system is deeply ingrained in other spheres. The problems plaguing the Philippines, 
most notably the great divide that the revolution seeks to overcome, are considered to be 
present throughout all of society. The economy, social institutions, they all reflect the 
fundamental inequality and oppression that characterises Philippine society, and if genuine 
change is to take place, it needs to be in all these fields at the same time. The fact that the 
great divide has affected the whole of society also means that for example any specific 
economic reforms will not be possible without reforming the political system; “sustaining the 
process of economic reform will require reform of a political process still dominated by 
traditional politicians” (Hutchcroft 1998, 252). The feeling that reform needed to 
comprehensive was widespread. But it usually went beyond politics and economy even; in 
fact, a prevalent idea was that any reform of politics an economy needed to be moral reform 
first. Illustrative in this respect is a study ordered by the Senate in 1988. This inquiry into the 
moral state of the nation speaks of a need to make changes far beyond the formal political 
system. The project’s instigator Senator Leticia Shahani motivated her project as follows: 
“Ours is a sick nation, gravely afflicted with the interlocking diseases of poverty, passivity, 
graft and corruption, exploitative patronage, factionalism, political instability, love for 
intrigue, lack of discipline, lack of patriotism and the desire for instant self-gratification” 
(Senate Hearings, Vol.1 , No. 37 (17 September 1987), 958); and “I clearly saw that the 
sickness affecting our country was moral in nature…We do need an economic recovery 
program; we need also urgently a moral, intellectual, and spiritual recovery program” (Leticia 
Shahani, quoted in Roces 2000, 167)276.  Shahani was certainly not the only one having such 
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feelings. Others, both from the left and right, had also considered EDSA to be above all a 
promise for a “new moral order”, in addition to a new political one (Aquino B. in Abueva and 
roman 1993a, 13; Enrile 1989). The crusade against corruption of Miriam Defensor Santiago 
is to be viewed in the same light. When she argues that “corruption, the nuclear winter of the 
national soul, blankets the land and muffles any sense of faith or hope. The moral blight is not 
episodic or anecdotal; it is so comprehensive that it has developed into an entire culture of 
corruption” (Miriam Defensor Santiago 1994, 1-2), she also evokes an image of a country 
where the political problems are deeply rooted in social and cultural structures. It is not just 
particular behaviour that is a problem; it is the entire system, culture and morality in 
particular. Thus, in addition to pointing out the problematic nature of the system, the 
problems in Philippine society are consistently systemised. That message is repeated time 
after time; for example, in Governor Daniel Lacsons objection to land reform on the grounds 
that Filipinos are not culturally ready for it. Not before the cultural conversion is finished, 
land reform can take off. Cardinal Sin brings the same message: “We need the moral and 
religious conversion which will change our personal lives as the infrastructure of all other 
change in our country” (Sin 1987, 12), since “radical social change…is first an interior 
change in the hearts and minds of people” (Sin 1987, 28)277. That idea, that Aquino’s reform 
project was (and needed to be) first and foremost moral in nature is another main theme in the 
accounts of her presidency. It is most vehemently expressed by Joaquin “Chino’ Roces, 
journalist, dissident and political prisoner under Marcos, and a long time supporter of the 
Aquinos: “Our people brought a new government to power because our people felt an urgent 
need for change. That change was nothing more and nothing less than that of moving quickly 
into a new moral order” (Roces 1988). It was not the least that was expected of Aquino.  
Detachment as the Solution 
This brings us to another message hidden in Aquino’s statement. The statement signals a 
distrust of conventional political means to finish the revolution. As a matter of fact, one could 
easily read in it a call for the abolition of politics, in the sense of an electoral system with 
career politicians governing the country through formal democratic institutions. Although 
Cory obviously meant direct participation to occur alongside electoral politics, the statement 
speaks of an awareness of such formal democratic institutions to reproduce the great divide. 
As noted, the political system as it was, was considered part of the problem, to be the problem 
                                                                                                                                                        
favour of personal or family obligations. Another manifestation of this idiosyncratic attitude is pasulot or 
skirting proper rules to favour friends and supporters. Related attitudes such as ningas cogon refer to a lack of 
consistency to ensure that tasks are properly completed. Filipinos are seen as being too patient or long-suffering 
(matiisin), a consequence of a colonial mentality. They also lack self-reflexivity which is responsible for the use 
of rhetoric and the frequent substitution of form (porma) for substance” (Pertierra 2000, 132-3).  
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 Sin continues, preaching “a revolution of the heart: a revolution which is built on moral and religious 
conversion…we undertook reparation for all our sins (both in individual lives and in society). Such a revolution 
of the heart is necessary for God to give us true deliverance from bondage. There is a necessary religious and 
spiritual foundation to any endeavor for authentic human liberation” (Sin 1987, 38). 
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even. It follows that circumventing the system, by empowering the people directly, was the 
solution. This kind of logic is pervasive in practically all actions and evaluations of the 
reforms during the Aquino presidency, by administration and opposition alike.  
New Politics 
The desire to create a system of governance that could function as an alternative to 
that of traditional political system can be regarded as the main motivation behind the Local 
Government Act, and especially the attempts to stimulate NGO participation in government 
that are set out in that document278. Cory’s cherished Kabisig movement comprised a rather 
direct attack on traditional politicians and a clear attempt to administer the country while 
working around the system. For one thing, the foot-dragging bureaucratic apparatus could 
thus be circumvented in the implementation of policy. Equally important, NGO involvement 
and people participation would effectively disqualify trapo obstruction of policy, since the 
legitimacy of bottom-up policies could not really be questioned. It was felt that operating in 
such a manner was the only way to achieve meaningful reforms, an idea illustrated by the 
choice of Oscar Orbos as Aquino’s pointman for the Kabisig movement, a man noted for his 
“shirt-sleeved dynamism” and preferences for expressions like “fast-track” (Far Eastern 
Economic Review, July 5 1990, 18). Cory, being committed to the restoration of the formal 
structures of democracy, thus portrayed tendencies that undermined such structures at the 
same time. Eventual critique emerging that Aquino actually has consistently been 
“democracy’s enemy” by mistaking it for mob rule (Paredes in Malaya, October 30 2003), is a 
point driven a little too far, but indeed carrying some merit279. However, Kabisig was directly 
opposed not so much to the formal political structures per sé, as to the way such structures 
were bent to create the infamous traditional politics. It is related to a new phenomenon 
emerging in the early 1990s, being dubbed ‘New Politics’ (Clarke 1993, 251-2). In New 
Politics, opposed to trapo politics, patronage declined in importance in favour of NGOs as a 
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Kabisig attempted to create an alternative bureaucracy, unaffected by her political adversaries, through which 
she would be able to govern the country. Telling is that “she only hoped to attract a particular segment of the 
NGO community, those NGOs which had been set up by business men, local governors or other supporters of 
her government, NGOs aligned with the Partido Demokratiko Sosyalista ng Pilipinas, (the PDSP had helped her 
to launch Kabisig) or other NGOs aligned with social democratic or Christian democratic political parties” 
(Clarke 1993, 254).  
279
 This particular critique was voiced in reaction to Aquino’s call for a boycott of San Miguel products, because 
of SMC chairman’s ‘Danding’ Cojuangco involvement in the impeachment of Chief Justice Davide Jr.in 2003, 
considered by many to be politically motivated. However, the critique is considered to apply to the entire 
political career of Mrs. Aquino. Earlier criticisms followed the same thrust. Objections to the Kabisig 
initiative—though not to Aquino herself—were voiced by Ramon Mitra, a man who felt directly challenged by 
this attack on traditional politics. He declared he would “never bend my knee to palace ‘non-politicians’ who call 
us trapos, but who can give us post-graduate lessons in deviousness and intrigue” arguing that “government had 
responsibilities it could not abdicate to anyone else—and certainly not to a movement which could not be held 
publicly accountable and whose members, unlike traditional politicians, could not be voted out of office.” (Far 
Eastern Economic Review, July 5 1990, 19).  
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power base. In the 1992 elections, Jovito Salonga managed to capture 9%of the vote, having 
no significant power base except the endorsement of NGO coalitions (ibid, 252). It was thus 
clear that attempts to involve NGOs could be regarded as effective ways to work around, and 
thus attack, the dominant political system.   
The presidential bid of Miriam Defensor Santiago can be considered in the light of 
‘New Politics’ as well. Without access to an established political party, her candidature was 
presented at least as resting on direct popular support. Santiago’s stories of the way she 
collected funds—small donations of average people instead of donations from the side of big 
business—is telling in this respect (Miriam Defensor Santiago 1994). In fact, most of 
Santiago’s campaign can be seen as an attack on the system, and as attempts to bring about 
changes dissociating oneself from the system.  
Legalism 
One of the most remarkable characteristics of Santiago’s political career, apart from 
her fluency in insults, is her continuous recourse to legal arguments. Santiago tried to attack 
the system by doing everything legal, tackling the informal structures by meticulously 
following the formal rules. The same peculiar tendency can be witnessed in Aquino’s ‘fetish’ 
with constitutionality during her first year in power. The political system as it was was 
considered to be undemocratic and oppressive. The solution for Aquino was deemed to lie in 
a strict adherence to constitutional principles, which was considered to form the ultimate 
defence against repression and abuse of power. Her lack of constitutional legitimacy was 
countered first by proclaiming a temporary Freedom Constitution, and immediately setting the 
wheels in motion for the creation of the new Constitution of 1987. Turner (1987, 59-60) goes 
into the difficulty in establishing constitutional legitimacy, and analyses the various options 
open to Aquino in that respect. The real question, however, is why the issue of 
constitutionality came up in the first place: upon becoming president, Aquino enjoyed a 
degree of legitimacy and broad based support most politicians can only dream of. There was 
no question that she was president of the Philippines, nor that she was the focal point of the 
popular movement that had taken the streets in February 1986 and thus ended the Marcos 
regime. Moreover, it was quite evident that she needed not be bound by the logic of the 
system Marcos had created. All this would have made Aquino’s power almost unlimited. In 
most other countries, therefore, politicians would most likely not have bothered with an issue 
like constitutionality; yet, Aquino did.  
Both Aquino’s and Santiago’s strategies reflect one and the same characteristic of the 
Philippine political system. “Filipinos directly concerned in the political process pay great 
attention to the legality of institutions, activities, legislation and constitutions”. Thus, there is 
a “tradition of legalism in political culture” (Turner 1987, 62)280. In fact, legalism and 
                                                 
280
 Turner attempts to explain this: “although this may be a practice imported from the United States it is the 
numerical dominance of lawyers in the Philippine political elite which offers the most convincing explanation” 
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constitutionalism can already be seen during the period of martial law, as Marcos actively 
tried to create a system he called ‘constitutional authoritarianism’ (Sidel 1995, 141)281. 
Legalism as a way to circumvent the political system is perhaps most obvious, however, in 
the 1987 constitution. As has been shown, the constitution, by being so comprehensive, took 
many a policy issue out of the political debate right into technical debate of implementing the 
constitution. The enthusiasm with which all kinds of topics were included in the constitution 
reveals a view that most of the Philippines’ problems can be solved by throwing laws, 
constitutions, and lawsuits at them.  
Technocracy 
This kind of constitutionalism/legalism can be considered as the legal pendant of the 
tendency towards technocracy. This point might be somewhat surprising, as it is at odds with 
the common assertion of the Philippine state and bureaucracy lacking in insulation, relative to 
HPAE’s (Rivera 1994a, 130; Hedman and Sidel 2000, 79; Kang 2002)282. This alleged lack of 
insulation is disputable. Publications by institutions like NEDA and PIDS tend to be highly 
technical rather than politicised; yet they were very influential, as the ‘Yellow Paper’ which 
formed the basis for the Aquino administration’s Medium Term Development Plan, or the 
PIDS study about the agricultural sector show (Mario Lamberte, interview, July 2002). The 
general direction of economic policies in the Philippines over the past decades seems to 
reflect the technocratic view of organisations like the IMF more than societal interests. Under 
Aquino the main technocratic institutions in favour of a more transparent and non-
particularistic protectionist economic regime, such as the Makati Business Club and NEDA, 
gained the upper hand over institutions like the DTI and the PCCI, defending specific 
industries (Tiglao 1992, 81-83). In spite of everything that has been said about patronage 
politics and particularistic protectionism in the Philippines, it enjoys a relatively liberal trade 
regime, without much politically motivated exceptions, such as Proton in Malaysia. The point 
that Philippine bureaucracy lacks in insulation also seems to conflict with that other common 
observation, that technocrats rose to important positions ever since Marcos. Indeed, as Kang 
notes, “by the period of martial law, the bureaucracy in both countries (i.e. Korea and the 
Philippines, author) had become autonomous from societal interests”283 (Kang 2002, 95). 
                                                                                                                                                        
(Turner 1987, 62). Of course, one could easily turn this argument around, maintaining that the numerical 
dominance of lawyers in the political elite is a consequence of a tendency to legalism. 
281
 Note the contrast with description of the Malaysian political system as ‘illiberal democracy’.  
282
 The relative lacklustre performance of the Philippines in this comparison is then explained by pointing at the 
crony capitalism of Marcos, or, when high growth rates in Indonesia (where things were probably worse) and the 
restoration of democracy made this explanation untenable, by pointing at the influence of the ‘landed oligarchy’ 
“whose pre-eminence and persistence had impeded the deepening of import-substitution industrialisation and the 
shift towards export-oriented industrialisation” (Hedman and Sidel 2000, 79). 
283
 Kang continues to remark that while bureaucracy thus escaped the grip of interest groups, it became captured 
by regime interests instead. The difference between Korea and the Philippines in his analysis is then that in 
Korea state and business kept each other in balance, while in the Philippines under Marcos, according to Kang, 
the state was dominant. In other words, in contrast to popular belief, Kang argues that the Philippine state under 
Marcos was too strong rather than too weak. This qualifies the role of technocrats in the Marcos regime; 
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Under Aquino, technocrats continued to hold important positions and the state has been able 
to announce rational reform programmes. Thus, “the image of a cacique democracy, with a 
captive state beholden to landed elite interests, was in many respects misleading, and the state 
has in fact enjoyed significant autonomy in key areas of public policy” (Clarke and Sison 
2003, 235). Rather than a lack of competence and insulation, therefore, one could argue that 
the Philippine technocracy has been characterised by a strong degree of insulation. 
Rather than just turning common knowledge upside down, however, the point is that 
the position of a technocracy in the Philippines is a much more complex issue than merely the 
question whether an insulated technocracy exists or not. For one thing, it is possible to argue 
that the insulation of the Philippine bureaucracy from societal interests had more of an 
ideational than a material character. Technocratic bureaucrats detached themselves 
cognitively from the detrimental messiness of Philippine politics and society by approaching 
governance as a clean, rational, technical issue, yet, doing so, still serving the interests of 
societal groups. Examples of this attitude are Marcos’ technocrats PM Virata and CB 
governor Jaime Laya, who “both clearly preferred to dwell in the realm of the ‘should be’ 
rather than the ‘what is’” (Hutchcroft 1998, 148), but, in this posture, contributed significantly 
to the sustainability and legitimacy of Marcos’ regime. In this sense, the Philippine state 
apparatus might indeed be called very insulated; there is a strong tendency to dissociate 
oneself from ‘the system’ and approach governance as a context-less, purely technical issue. 
With this stance, technocrats reflect the position of international organisations like the IMF; 
“staff members (of IMF and World Bank, auth.) deal with the question of trade liberalization 
as a ‘technical’ issue, in part because they are not supposed to become involved in domestic 
politics, and in part because this approach reflects the current state of economic thinking. 
According to this approach, it is a given that trade liberalization is the technically correct 
thing to do; only politics and vested interests impede progress towards this unquestionable 
desirable goal” (Montes 1992, 95). Good politics is little politics; that message, common 
wisdom at the time, we can also find in the motivation behind the decentralisation project; 
reducing red tape, arbitrariness, and making government leaner and more effective. The 
context in this vision is only standing in the way. In the detachment of analysis and decision-
making from the political, social, and cultural environment, the specific context is reduced to 
the problematic ‘other’ that needs to be confronted, eliminated if possible. Rational, technical 
decision making shows us what to do to make the Philippines an affluent country; if we only 
could somehow get rid of all this culture and politics, we would become a developed country 
automatically284. In this sense, the Philippines has a very insulated bureaucracy indeed.  
                                                                                                                                                        
appointing technocrats supported Marcos goals by both strengthening the state’s capacity, and by their ability to 
draw external support and recognition (Fabella 1989, 96). 
284
 An interesting aspect of this de-politicisation is that it has important political implications, of course. It has 
been argued that organizations like the World Bank and United Nations traditionally stayed out of domestic 
politics, although attention increasingly shifted to the relation between political factors, i.e. strategies and 
interventions, and economic outcomes, as illustrated by the East Asian Miracle Report (World Bank 1993) 
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Secondly, technocracy has another parallel with constitutionalism/legalism through the 
fact that, while on the one hand it represents a very significant characteristic of the social and 
political context, on the other hand it is usually ignored when it comes to political decisions. 
Like laws, drafting technocratic plans and projects is considered to provide a solution to 
almost any problem. Equally like laws, however, after drafting them, implementation is 
usually lacking. The observation that “in spite of an undeniable preoccupation with 
constitutionalism in Philippine political culture, the viability of political authority in the 
Philippines has tended to be determined by the ability of regimes to deliver patronage and bias 
policy to favour strategic social groups and individuals” (Robson 1987, 116) could be applied 
to the preoccupation with technocracy in general. Again, lack of insulation does not seem the 
problem. Rather, one could argue that the problem of the Philippine technocracy is that it is 
too insulated; Philippine technocrats are effectively insulated from power so that they have no 
impact outside their rhetorical value.  
The technocrats figuring as a front for Marcos’ kleptocracy are a case in point of these 
characteristics, but all these tendencies can equally be witnessed under the Aquino 
administration. As indicated, technocrats had no principal objections to joint military-
technocratic rule. Their main objection to the Marcos regime had been its economic 
mismanagement. When Marcos fell, they felt that a new government constituted a chance for 
policies that would be in line with their advice. The problem that stood in their way, however, 
was politics. There was no serious discussion about the desirability of issues like trade reform, 
as the similarity of programs of various presidential candidates in 1992 show. The only 
contingency in trade reform was whether ‘politics’, i.e. patronage, favouritism, the slowness 
of the political system, and corruption, would be allowed to obstruct the project once again. 
Technocracy, like constitutionality, was thus another way to step outside the system. If the 
political system, with its favouritism, familism, and rent-seeking, was the problem, good 
governance could only be achieved by detaching oneself from this system and approaching 
policy making as a rational, technical exercise. Thus evading the gravitational forces towards 
the interests of the traditional elites present within the system, technocracy could even be seen 
as part of the People Power project. Breaking down the structures of privilege and doing it by 
the book, whether that book was ‘The Laws of the Philippines’ or a textbook in international 
economics, meant empowering people, in this view. It is probably this association that 
allowed the alliance of NGO-left and middle class business supporting Aquino’s ascendance 
in the first place. 
 
  
                                                                                                                                                        
(Miranda 1997, 153-8).  However, this should be seen as a shift in rhetoric rather than a shift in content; in the 
new paradigm good governance still meant minimum politics, limited to the traditional role of the state to 
maintain law and order. The interest of international organisations in governance has been primarily fed by the 




In addition to People Power and legalism-technocracy, the tendency to view 
detachment from the system as the solution for the country’s problems can be witnessed in the 
preparedness of many groups to take their recourse into even more blatantly extra-
institutional, violent means to achieve political goals285. The militant left, of course, is a case 
in point. They consciously chose to operate from outside the system, even during the 1986 
elections and after Marcos’ fall. Threats from groups like the Movement for an Independent 
Negros are illustrative as well. But the many coups during Aquino’s reign from military right 
wingers make the point perhaps most convincingly; especially the apparent level of 
acceptance of coup attempts as in principle being a legitimate political means is telling286.  
C. THE RESULTS: FAILURE AND BETRAYAL 
“There was real democracy in EDSA—it was heady, it was real, but it died soon after, for 
there was no transfer of power from the oligarchy to the people” (Sionil José 1999, 31) 
 
“So Cory goes around telling foreigners she restored democracy. What utter nonsense! What 
we have are its hollow institutions—not its essence.” (Sionil José 1999, 67) 
 
Aquino’s Modest Achievements 
In addition to the role of the EDSA revolution as a focal point for political action, the negative 
depiction of the Philippine political economic system and society, and the tendency to view 
detachment from that system as the way to ‘finish the revolution’, the most eye-catching 
theme of stories about the Aquino administration is undoubtedly that of failure and betrayal. 
Hers has been a failing presidency, or at best, a very modest success287, and Cory is generally 
considered to have been a weak president, unable to fulfil the promises the EDSA revolution 
seemed to hold. When she first gained power, her popularity and revolutionary powers 
seemed to give her almost limitless opportunities to reform the Philippines. Few would argue 
that she used these opportunities to the full extent, if she used them at all. As one author 
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 It might be ironic to classify something like legalism as extra-institutional; however, in a context such as the 
Philippines, where informal institutions such as familism, utang na loob, and patronage politics are much more 
predominant than formal rules of the state—and what is more, are generally expected to be so—to take the 
formal rules of the state as starting point for action might actually be considered ‘breaking the rules of the game’. 
The hostility with which Miriam Defensor Santiago was met during her campaign from the side of established 
politicians underscores this point.   
286
 That is not to say that the coup attempts were regarded as acceptable. They were, in certain circles; the 
insignificant punishment attributed to the ones involved at least suggests so. But even politicians associated with 
Aquino like Orbos revealed an understanding of coup attempts in certain circumstances (Far Eastern Economic 
Review, July 5 1990). The difference in opinion always seemed to be whether the situation already warranted a 
coup, not whether coups were ever justifiable in principle. The words with which Cardinal Sin condemned the 
December coup of 1989 reflect this: “under circumstances obtaining in our country today the staging of a coup 
d’etat, which is a violation of our Constitution, is an unlawful usurpation of power” (Sin 1990, emphasis added).  
287
 One look at the collection of press evaluations of her presidency reprinted in UP (1993) is enough to proof 
this point.  
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points out, “the conventional wisdom concerning the recently-ended administration of 
Corazon Aquino is that it was a transitory regime whose primary contribution was to restore 
democratic institutions following the dictatorship of Ferdinand Marcos” (Tiglao 1992, 77). 
Even if she is credited with that, she did not manage to instigate meaningful changes in 
Philippine society. In fact, “what turned out she had in common with Marcos is that, 
presented a once-in-a-generation opportunity to institute basic reform, she, like Marcos with 
Martial Law, threw away the chance” (Scott Thompson 1992, 4). Other reserved even harsher 
judgements for her: “Aquino is not a reforming crusader. She is an upper class, conservative, 
Catholic matron, transformed by the mystique of her widowhood into a Joan-of-Arc figure 
battling the evil of Marcos” (Coronel, 1991, 69). Economically, the Aquino presidency did 
not present the turnaround hoped for either. Although the restoration of a certain amount of 
stability and democratic liberties in combination with the government’s pump-priming and 
beneficial external factors like the Plaza Accord was enough to trigger a temporary economic 
upturn in the first years of Aquino’s rule, sustainable development required more fundamental 
changes. “The roots of (the)…crisis lay deep in the economic and political institutions and 
structures; its resolution required fundamental and far-reaching changes…The Aquino 
regime, despite some important reforms, has been both unwilling and incapable of 
confronting and addressing many of those fundamental problems and challenges…There is 
fundamental continuity between the Marcos administration and the Aquino regime” 
(Jayasuriya 1992, 50-51). Ultimately, Aquino is only accredited with the “continuity and 
restoration” (Lindsey 1992, 74) of the old system. Her regime basically presents a 
continuation of the “cacique democracy” (Anderson 1995) characterised by ‘bossism’ 
(Hedman and Sidel 2000), corruption and dominance by a predatory ‘oligarchy’ (Hutchcroft 
1998), that existed before and during Marcos. Thus, the usual assessment of Aquino is that 
she failed to make a genuine change in Philippine society and politics. Inequality, corruption, 
familism, lack of transparent, rational decision-making, and violence continued to haunt the 
Philippines. Cory’s failure in making a change is most clear in the case of the land reform 
project, which she did not dare to take up herself in the first year when she had the powers to 
do so, and let subsequently slowly suffocate in the political machinations within Congress. 
Trade liberalisation and privatisation was piecemeal and slow, only to gain a little speed at the 
end of her presidency. It was not until under Ramos, however, that significant inroads were 
made in this respect. Even with regard to the restoration of democracy, Cory’s achievements 
are not unambiguously impressive, as Miriam Defensor Santiago’s story shows.  
Betrayal 
In all these fields, to say that Aquino had failed is one thing; the qualification of 
betrayal is something else. The fact that EDSA had become the primal point of reference for 
any political agenda also explains the tendency to formulate critique of Cory’s presidency in 
terms of betrayal (Department of Economics, Ateneo de Manila in Abueva and roman 1993a, 
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29). EDSA comprised a revolution that was not yet finished, and in spite of all the rhetoric it 
had not been finished in the years afterwards either. If EDSA indeed represented the 
tremendous forces of the popular will, as the myth wanted it, the fact that, six years later, 
these forces were still not translated into the fulfilment of the people’s wishes could only 
mean that the revolution had been obstructed by reactionary powers. To some, this had to be 
Aquino herself. She had proven herself to be a member of the oligarchy before all else, with 
no interest in undertaking reforms harming the position of her family (Coronel 1991, 168-9). 
Therefore, land reform was left to die a slow death, and the restoration of democracy was 
mainly a restoration of the influence of traditional elites (Scott Thompson, 1992, 4; Jayasuriya 
1992, 50-51; Timberman 1991, xiv; Aquino, B. in Abueva and Roman 1992 14; Escalante et 
al 2000, 312; Noble, “Aquino’s Dubious Achievement: Restoration of ‘Old Society’”, Daily 
Globe June 29, 1992). She had shown no interest in building a united Philippine democracy, 
in which everyone had a place. Rather, she had proven herself to be vindictive and vengeful, 
only concerned with avenging the attack on (parts of the) traditional elite Marcos had staged 
(Enrile 1992). Others argued that Aquino herself might not be at fault, but she was 
manipulated by people opposed to decisive action. She was reproached with being soft on 
communism, thus betraying the promise to restore law and order. Others blamed her for being 
soft on the military and associated vigilante groups, whose members were still committing 
human rights violations with impunity (Amnesty International 1992).  
These accusations on the one hand are very similar in that they suggest a wilful 
betrayal of promises, either by Aquino herself or by powerful people around her. On the other 
hand, the accusations differ widely on the questions what the promises that had been betrayed 
were exactly and what was the interest in which Aquino was acting. She was restorationist 
and over-conciliatory to some, while vindictive and vengeful towards Marcos’ men according 
to others (Nestor Mata “A Failed Presidency” Manila Standard June 30 1992; Enrile 1992). 
The right argued she fell short of fulfilling EDSA’s objectives because she was manipulated 
by Marxists (like Joker Arroyo) (Abaya, “A Modest Success” Manila Chronicle July 1 and 3 
1992). Others still felt the problem was that she was captured by military right-wingers 
(Aquino, B. in Abueva and roman 1993a). Land reform had been stalled, in the eyes of the 
KMP; landowners often felt CARP betrayed the promises of restored constitutionality and 
property rights. Technocrats felt that liberalisation of the economy was going much to slow, 
while others felt that nationalist economic promises were being compromised. The differences 
in content of all these accusations serve only to highlight their similarity in wording. All 
accounts echo the same basic message; this message was that EDSA had been betrayed.  
Cultivated Weakness: The Suffering Motherland 
Interestingly enough, Aquino herself seemed not to entirely disagree with this assessment. 
Her final State of the Nation address (Aquino, C. 1991) seemed to talk more of her failures 
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than of her successes. The most she could say of herself was that she did the best she could. In 
her words, we “achieved gains that, admittedly, fell short of the fast-growing needs of a too-
quickly growing population…Each step forward covered familiar ground. Who could help 
despair that we might be running in circles?…It seemed that in one thing only were we 
growing from strength to strength: in the enlargement of our democratic space and the 
strengthening of our democracy” (Aquino, C. 1996). This ‘excuse of incompetence’, as it 
were, has been repeated elsewhere. For example, “the kindest thing that can be said to explain 
the aimlessness of her presidency, especially during the first two years, is that she was not 
meant to be a political leader, especially of a fractious and contentious people like the 
Filipinos. She had neither the psychological make-up nor the intellectual background nor the 
visceral temperament for such a demanding office as the presidency” (Abaya, Manila 
Chronicle July 1 and 3, 1992). Cory’s failure could be attributed to the fact that she had 
remained the ‘plain housewife’, as some of her critics called her (Aquino, C. 1996); meaning 
well, but too weak and simple to survive in the harsh environment of Philippine politics. It is 
perhaps surprising to see a president being quite consistently qualified as weak and not 
knowing anything about politics, let alone to see a president who does not actively discourage 
that image, but rather confirms it. There are a number of reasons for such a posture, however.  
First of all, the qualification ‘weak’ has to be seen in connection with the negative 
depiction of Philippine political economy and society. Aquino’s weakness is a weakness only 
because of the problematic nature of the Philippines. As a foreign correspondent wrote about 
her, “she simply has not done well enough. Perhaps no one could have done better, and that is 
the real tragedy of the Philippines” (Smith Hempstone “Aquino’s Time is Running Out” San 
Diego Union, 11 September 1987, B-6, cited in Villanueva 1992, 177). This kind of argument 
shifted responsibility for disappointments away from Aquino herself onto ‘the system’. If 
progress has been slow under Aquino, “the reasons for this slow progress that have been cited 
are the years of authoritarianism and capital flight during the Marcos dictatorship, the 
succession of natural calamities and disasters which have visited the Philippines during the 
last ten years, colonial overdependence on the one hand and exploitation by the colonial 
powers on the other hand, unenlightened economic policies of protectionism and inconsistent 
bureaucratic behavior in the implementation of policies, the peace and order situation which 
has discouraged tourism and foreign investment. Perhaps the most unnerving comment in 
recent years has come from the observation that the Philippines represents a ‘damaged 
culture’ in the words of journalist James Fallows, a sense of nationhood which has not been 
completed because of initial defects militating against the sense of unity of the people. To 
change the metaphor, the Japanese anthropologist Yasushi Kikuchi has described the local 
culture as not yet ‘crystallized’ and hence lacking the integration that has propelled other 
nations towards rapid development” (Gonzalez 1996, 58-9). Whatever it was, it was not 
Aquino’s fault. Scott Thompson’s suggestion that Aquino’s continuation of the system was 
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her “natural resting place” (Scott Thompson 1992, 4) also takes the blame away from Aquino 
herself. After all, Cory’s government may have been tainted with corruption, “but is an honest 
Philippine government possible? Isn’t the country one of thieves—as the Spanish ‘discovers’ 
called it centuries ago. Islas de Ladrones, it was named by the Cross-bearing thieves from the 
West. Aren’t Filipinos thieves—once given power to steal in government or outside it? How 
distil pure water from mud? Make Filipino government honest, and keep it so? C’mon!” 
(Philippine Free Press “If not for Cory, the Filipino People would not be free” Editorial, July 
4 1992).  
Weakness as Excuse 
Through the simultaneous depiction of the system as problematic and herself as weak, 
Cory managed at least to create the message that she herself was clean, in spite of the 
corruption of people around her (Scott Thompson, 1992, 4; Roces 2000, 81). Even the radical 
left considered her—a member of traditional elite family after all—not to be at fault herself, 
but maintained that “the Aquino government was merely an instrumental tool of the dominant 
classes and of ‘U.S. imperialism’” (Tiglao 1992, 77). This message was politically profitable. 
In a context of high, even unrealistic expectations, putting forward an agenda of economically 
painful reforms was almost asking for disappointment, disgruntlement and, ultimately, the 
demise of the reform project and possibly even of the government. After all, if reforms would 
not immediately bring the material betterment people expected (and even the most successful 
reform policies probably could not have), public support for them would probably cease. 
However, by putting forth a story of a president that is willing but too weak to take on the 
problematic system, the logic changes. 
Now, if policies and effects do not live up to expectations, it is not because reforms are 
flawed; it is because reforms are too limited, impeded by the structural flaws of Philippine 
society as they are. Perceived lack of success of reforms at the very least can be forgiven 
since there is a general perception that a problem “cannot be solved because it’s been there for 
so long people have got used to it, say corruption, poverty, concentration of land ownership, 
social injustice, and so on. The thing is, we are not even expecting our leaders to solve these 
ills.” (Aquino, B. in Abueva and roman 1993a, 14-5). Beyond that, moreover, lack of success 
invokes a call for more rather than less of them (see for example Timberman 1990), as the 
government’s reaction to the December Coup of 1989 in the form of an ambitious 100-day 
reform agenda illustrates (Montes 1992, 98-99)288. In this statement, failure is translated in a 
call not for dismissal, but for an extension of powers so as to make the Philippines 
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 The same message is transmitted in a journalistic assessment of more recent events, the positioning of Gloria 
Macapagal-Arroyo with regard to the security situation:  “In the Philippines you might be better served by 
projecting yourself as a can't-do president. The self-interested and corrupt business elite; the bitterly divided 
political factions; the sheer messiness and violence of the country - even compared to its South East Asian 
neighbours - make the Philippines almost ungovernable” (Jonathan Head, BBCi World Monday 30 December 
2002). 
Tales from the Sickbed 
 307 
governable. Aquino is still leading the People Power revolution; but she needs the continued 
and augmented support of the people to effectively take on the system. The negative depiction 
of Philippine culture and political structures thus may function both as an excuse for limited 
results and a rallying cry for support for the government.  
In addition, part of the weakness-image was the portrayal of Aquino as someone who 
could not be further removed from the world of politics, which of course was not the case, her 
being the widow of the country’s main opposition politician. However, being “the 
quintessential housewife, uninterested, uninvolved, and almost detached from the political 
scene” (Roces 2000, 75), Aquino symbolised a step away from the problematic system, which 
as we have seen was considered to be the route to genuine change and progress. In this way, 
cultivating her ‘weakness’ earned her legitimacy.  
Reigning and Gender Rules 
Why was it then that Aquino’s competitors allowed her the recluse of weakness 
instead of confronting her head-on? First of all, people like Enrile, Ramos, the RAM in 
general, or Laurel could claim EDSA as well. They therefore had an interest in reproducing 
the People Power myth, which made Aquino’s position at the head of government rather 
unquestionable. However, their preferred mode of governance was for Aquino to reign, not to 
rule (Thompson 2004); only when it turned out she had different ambitions, they turned to 
military coups. Reproducing the image of Aquino as indecisive, inexperienced, and inept as a 
political leader, thus being no match for the challenges of democratic governance (Villanueva 
1992, 174), supported this objective289.  
A second reason for Cory’s depiction as ‘weak’ or ‘inept’ has to do with gender 
stereotyping. Aquino stepped out of the role ‘traditionally’ preserved for women. Whereas 
women certainly played a role in Philippine politics, the usual route to power was to be a wife 
of a politician before becoming a politician oneself (Roces 2000, 75). Aquino fitted the image 
so far, but had never played the role of the typical politician’s wife; building networks, 
organising highly publicised charity activities, supporting the husband. Rather than that, 
Aquino stayed in the background and hardly ever played an active role in Ninoy’s career. She 
had not been a ‘kinship politician’ like Imelda Marcos, who had built a large unofficial power 
base, but gained the power she had exclusively from her official position and her symbolic 
function. In the official arena, where she was thus ‘out of place’ as a woman, she was 
assumed not to be capable, relying on advisors and behind the scenes-influences. The idea of 
Aquino being manipulated by others naturally emerged. In other words, people like Enrile and 
Laurel not only wanted her to reign only, they expected her as a woman not to be capable 
otherwise. Trying so could only wreak havoc upon the country and her own stature. This male 
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 It could in fact be argued that during the last years of the Aquino presidency, the goal had been more or less 
accomplished, with Aquino presiding and Ramos running the country for her.  
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chauvinistic quality of coup plotters like the RAM boys shows for example in names such as 
the “God Save the Queen”-plot.    
Aquino took up another role fitting for a woman, however. In fact, the portrayal of 
Aquino as weak, a victim of the system, served to conjure up the image of the suffering Inang 
Bayan (‘motherland’, but also meaning ‘mother of the country’), a powerful and emotive 
symbol. Inang Bayan “is an image that is subtly rather than blatantly projected by many 
powerful women. It is perhaps the one image that remained constant in the post-war years, a 
period when the Philippines has been viewed as a much maligned country, victimized by 
outside forces of post-colonialism as well as inside forces of corruption and plunder” (Roces 
2000, 163). As a woman, she was able to transfer the suffering of the Philippines onto herself, 
portraying herself as the suffering motherland, abused by the violence, greed and injustice of 
men. Her position as a widow, bereaved of her husband by the Marcos regime, helped in this 
respect. But she did not leave it at that. Weakness is, of course, part of the image, and Aquino 
continued to portray herself as someone being almost helpless in the snake-pit of Philippine 
politics, but who—as a mother on her children—would not give up in spite of all the 
adversities. Evoking such a symbol paid off politically. Cory Aquino as the simple housewife 
that became a victim of the political system disqualified that system while adding to her own 
moral stature. In this way, the ‘cultivated weakness’ is very much related to the “publicly 
cultivated sincerity” (Constantino, R. “Losing the High Ground” Daily Globe, August 20, 
1991), with which Aquino presented herself as the opposite of Marcos and took the moral 
high ground290. Whatever the reasons for conjuring up the image, however, the ‘cultivated 
weakness’ of Aquino added to one of the main messages, recurring in almost any account of 
her administration; Aquino failed, she did not fulfil the promises of EDSA, and the revolution 
is, six years later, still unfinished.  
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 One could question the roles other female politicians played. Imelda, as pointed out, fitted the traditional role 
of ‘beauty queen’, involved in kinship politics and actively contributing to Ferdinand Marcos’ regime, up to the 
point where she was deemed one of the most likely successors (Roces 2000, 39-50). Miriam Defensor Santiago 
is a more interesting case, for she does not seem to fit any traditional image of female political power. She 
lacked the capacity for fatalistic suffering needed to evoke the Inang Bayan image; nor did she have the family 
background to allow her to participate in kinship politics. Moreover, Santiago rose to powerful positions 
independently, rather than by associating herself with a male politician. She rose to fame on basis of essentially 
masculine behaviour, so much even that she spoke more bluntly and confrontational than male politicians were 
expected to do. The fact that she nonetheless became popular enough to almost capture the presidency can be 
attributed to a couple of factors. First of all, since Santiago founded her name with her struggle against the 
system, not playing by the rules of the system added only to her appeal. However, the image of Miriam as ‘Top 
Gun’ might have had a strong appeal as entertainment, it probably deviated too much from the norm to make her 
presidential material. More significantly, therefore, Santiago started changing her image after she became 
considered as presidential candidate; suddenly pictures of her in bathing suit appeared (Miriam as beauty queen), 
and she started evoking the Inang Bayan image by highlighting her emotional bond with her children in speeches 
(Roces 2000, 174-77). Nevertheless, it remained a contentious issue whether Miriam Defensor Santiago lost the 
elections because too many people were put of by her intelligence and outspokenness; on the one hand, it is not 
unlikely, but on the other, the argument is a bit too similar to the many assessments of vested politicians on 
beforehand that Santiago would not stand a chance in the first place.  
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8.2. The Embeddedness of the Aquino Reforms  
Thus far, I have attempted to show that there have been a couple of themes recurring in most 
evaluations of the Aquino reforms. There is the image of a revolution that has not been 
finished; the negative depiction of the political system; the tendency to embed these political 
problems in values and social institutions; and the perception of operating around the system 
as being the solution for problems. In this section, I will argue that these themes do not stand 
by themselves, but should be seen as specific representations of larger stories about Philippine 
development.  
A. EDSA I, EDSA II, EDSA –1? 
One of the peculiar aspects of the EDSA revolution was that it was widely felt to be a 
revolution, in spite of the fact that other interpretations would have been more apparent 
(Escalante et al 2000, 312). Cardinal Sin made a case against the views of observers, who 
argued that “it was the climax of many years of ideological struggle, they said. It was the 
hidden manipulation by imperialist powers that did it. And, in any case, it was not a real 
revolution, since only political changes and none of social have been effected” (Sin 1987, 21). 
The reason why people like Cardinal Sin preferred to view EDSA as a revolution has been 
discussed. As we have seen, stressing the revolutionary character reproduced the legitimising 
myth of a People Power Revolution. That may have been the case, but that in turn begs the 
question why presenting EDSA as a revolution appealed so much to Filipinos that it would 
legitimise further political action. Apparently, the concept of ‘revolution’ had positive 
connotations in Philippine society, and presented a familiar discourse in which to interpret the 
events of 1986 (Ileto 1998, 177). This is an observation that needs further discussion.  
The Primacy of Revolution  
‘Revolution’ is in fact a word with a long history in the Philippines. It has been 
pointed out that in the Philippines every 20 years, a revolutionary movement emerges to wage 
war on the central government. Ricartistas in the first decades of the twentieth century, 
Sakdalistas in the 1930s, the Huk rebellion of the 1940s-50s, and the guerrilla of the CPP-
NPA-NDF in the 1970s and 1980s all contribute to this revolutionary tradition. These were all 
subversive movements, dedicated to liberation from foreign oppressors and their local 
counterparts, and to the establishment of social justice. They felt that the formally democratic 
system of the Philippines was not adequately equipped for the achievement of these objectives 
and took their recourse to violence as a political means. If this strong subversive tradition is 
remarkable, perhaps even more significant is the fact that established politicians also tended 
to use revolutionary terminology to present their conservative programs. Marcos, for example, 
referred to his policies and the institution of his dictatorship as a ‘Democratic Revolution’ or a 
‘Revolution from the Center’. (Marcos 1971; Marcos 1974). Marcos’ program was clearly not 
revolutionary in the sense that no fundamental social changes occurred; the Marcos regime 
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was essentially about continuous, gradual development along the lines already set out. The 
interesting aspect about therefore is that Marcos “attempts nonetheless to hook onto the 
discourse of revolution, the only frame of reference for any talk of change at that time to be 
taken seriously by his audience” (Ileto 1993, 76). His program did include taking on the 
oligarchic elites, whom he considered the greatest enemies of democracy. In a way, the 
‘revolution from the centre’ was thus meant as “a revolution of the poor…aimed at protecting 
the individual, helpless until then, from the power of the oligarchs” (Celoza 1997, 126), while 
simultaneously not regressing into the leftist extremism of the communist guerrillas. In 
addition, ‘revolution from the centre’ also referred to internal change, i.e. a reformation of the 
spirit, values, and culture, that Marcos deemed necessary to create his truly democratic ‘New 
Society’. Basically, it was all about rule of law and the spreading of conservative middle class 
family values (in rhetoric at least). It did entail some changes, but Marcos’ program was 
definitely not about radical change, proclaiming stability and conformity instead. So the 
question here again is why Marcos considered revolutionary terminology to be necessary to 
sell his program.  
1896 and Philippine Identity 
The answer to this question has to do with the constitutive importance of the first 
Philippine Revolution for Filipino identity. The revolution of 1896 was the culmination of a 
long process of development of national consciousness, in which José Rizal and the 
Propaganda Movement played a pivotal role. The Propaganda Movement existed of 
Filipino291 émigrés who had studied in Europe292 and had got in contact with liberal ideas 
there. Upon returning to the Philippines, these ilustrados (enlightened people) sought to have 
a more equal relationship with Spain, the abandonment of the ‘frailocracy’, and liberal 
reforms. Rizal, the most renowned of the Propagandistas, addressed the conditions of Spanish 
rule and the abuses of the friars in two novels Noli me Tangere (1886) and its sequel El 
Filibusterismo (1891). In reaction to the first novel, Rizal, who had come back to the 
Philippines in 1887, was almost immediately urged to leave again. In 1892, he returned again 
to establish the Liga Filipina, a reform minded organisation. He was arrested and exiled to a 
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 Note that the term ‘Filipino’ as it is used nowadays is one emerging at the time as expression of the 
nationalist movement. Before that time, Filipino was a word used for Spanish people born in the Philippines; 
Indio was the word used for the Malay population. Mestizo was a more difficult word, referring to both people 
from mixed Spanish or mixed Chinese origin; ilustrados like Rizal were mestizos in the latter sense. From the 
late nineteenth century onwards, however, ‘Filipino’ came to be used by members of the Propaganda Movement 
like Rizal and Marcelo H. del Pilar to cover all inhabitants of the Philippines, including mestizos and indios. 
Ilustrados referred to themselves as Filipinos, which they often were not in the previous meaning. In Rizal’s 
work various meanings are used interchangeably, depending on context; this is an indication that the Noli and 
Fili were actually in the midst of the process of changing the meaning and coverage of Filipino (Anderson 
1995). 
292
 Or liberals exiled there after 1872. In 1871, the liberal governor de la Torre, on instigation of the friars, was 
suddenly replaced by the conservative Rafael de Izquierdo, and Filipino liberals came under political suspicion. 
When in January 1872 a mutiny in Cavite province was put down, authorities took the opportunity to link the 
affair to three prominent liberal priests—José Burgos, Mariano Gomez, and Jacinto Zamora—who were 
subsequently executed.  
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remote town in Mindanao, after which the Liga Filipina collapsed. Meanwhile, however, a 
secret society called the Katipunan was founded by Andres Bonifacio in Tondo, Manila. 
Bonifacio, a self-educated man without the kind of social background the ilustrados could 
boast, managed to give the Katipunan a far more popular base than the elitist Propaganda 
Movement had had. On August 29, 1896, Bonifacio proclaimed the revolution and attacked 
Spanish military installations. In reaction, the Spanish decided to send Rizal back to Manila to 
have him tried by a military court, on basis of fabricated charges of involvement in the 
uprising. He was sentenced to death and executed on December 30, 1896.  
The revolution continued, however, although the rebels enjoyed few military 
successes. It was not until the Spanish were defeated by the United States during the Spanish-
American war that Emilio Aguinaldo, who had taken over leadership of the Katipunan by 
then, was able to proclaim independence, on June 12, 1898. However, in December of that 
same year, Spain and the United States signed a treaty, which handed over the Philippines to 
America. Subsequently, in spite of verbal agreements between Aguinaldo and various United 
States representatives, American troops began to take over the country, initiating a bloody war 
that would eventually result in a new period of colonial rule (Aguinaldo 1900). It would take 
almost another five decades for the Philippines to achieve independence again.   
The revolution of 1896 and especially the figure of Rizal have become central 
elements of Philippine national identity afterwards. The ‘Rizal Bill’ of 1956 made the ‘Noli’ 
and the ‘Fili’ compulsory readings for any Philippine student; ‘Rizal Day’ (30 December) has 
been made a national holiday; Rizal has become the National Hero, subject to all kinds of 
myths. Other heroes of the revolution, such as Aguinaldo, Mabini, and Del Pilar are 
everywhere in Philippine public life; one needs only to look at a city map to confirm this. The 
Philippine revolution of 1896 was a nationalist uprising in which Rizal played a central role, 
struggling for his motherland to be liberated from foreign oppression and regressive political 
structures. Filipinos are instilled with great pride in this nationalist-democratic tradition, 
which made the Philippines—albeit briefly—the first independent republic of Asia. As a 
result, “words and images like ‘1896’, ‘resisting authority’, ‘people’s struggle’, ‘revolution’, 
kalayaan (liberty), ‘dying for the country’, ‘the martyr Rizal’, ‘Bonifacio, who fought the 
Spaniards with knives and sticks’ are deeply etched in the consciousness of Filipinos who 
have gone to school” (Ileto 1993, 80) 293.  
An additional factor in the importance of Rizal and the Philippine Revolution for the 
creation of Filipino identity is the apparent absence of any other themes that bind together 
Filipinos. There is no known glorious past before colonialism to refer to (Steinberg 1990, 34). 
“The Philippines lacks a prewestern monarchical tradition (so that), unlike other countries of 
Southeast Asia, historical myths and symbols have seldom been used to justify the state” 
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 Not to mention ‘word images’; 1896 is of course an anagram of 1986, which could have supported 
associations.   
Embedding Economics 
312 
(Wurfel 1988, 37). History textbooks reveal a lesson “of absence, the absence of origins, the 
revealed ‘pre-historic’ emptiness of the Philippine archipelago, the notable absence of pre-
colonial, indigenous civilisation as the basis for what is presented as inherently problematic 
‘Filipino identity’” (Hedman and Sidel 2000, 141). There is next to nothing popularly known 
about Filipino society before colonialisation; hence, all Filipino qualities are in fact allegedly 
brought to him by other cultures (Chinese brought familism, Hindus brought superstition, 
Spaniards brought Christianity, Americans showed self-governance). There has been no 
autonomous development to speak of, according to this perception (ibid, 141-2). As a 
consequence of this absence, the wide collection of islands that form the Philippines does not 
have a strong unifying identity. The figure of Rizal, together with other heroes of the 
Revolution, fills this gap. Filipinos may not have much in common, but they are united by a 
tradition of deference of authority, dedication to freedom, personal sacrifice, and popular 
struggle in which they can take pride. All this is represented by Rizal294. Even extreme 
antagonists like Marcos and radical historian Renato Constantino, for all their differences 
“agreed that Filipino identity would be found not in an illusory pre-colonial past, but in the 
people’s struggle for liberation” (Ileto 1993, 63). As a result, Philippine textbook history is 
constructed as a series of assertions against Spanish rule culminating in the 1896 revolution. 
Significantly, Senator José P. Laurel defines a good Filipino as one who “loves his country 
and people because he knows its history, because he understands fully what his country’s flag 
stands for, because he sincerely appreciates what previous generations of Filipinos, including 
heroes, martyrs and other great and distinguished men, did and achieved in the past as a result 
of which the present is better than previous times, and tomorrow will surely be better than 
today” (Laurel 1955 Educational Orientation for Filipinos, Manila: the author, quoted in Hau 
2000, 40). In other words, it is the struggle for freedom and social justice that unites Filipinos.  
With the Philippine Revolution thus as constitutive factor of national identity, it is not 
surprising to find the depiction of EDSA as a revolution to strike a popular chord. Adding to 
this is the fact that the revolution of 1896 had not been allowed to be finished, because the 
Philippine Republic was nipped in the bud by American imperialism. As a result, Filipino 
nationalism distinguished itself by not evoking a historical ‘golden age’ in which Filipinos 
could take pride, but rather referring to something that could have been, had the revolution 
been finished. This theme, the unfinished revolution, has become a leitmotiv in Philippine 
history of the 20the century (Ileto 1993). When Aquino presented EDSA as a revolution, she 
was able to tap into a reservoir of beliefs that now, finally, the revolution would be finished. 
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 The remarkable thing is that the writer Rizal, and his two novels written in a language that hardly any Filipino 
is able to read if reading literature would be a common pastime in the first place, has risen to this position. 
“Literature has no place in the Philippine everyday life and culture, since few Filipinos read it; yet literature is 
invested with a great deal of social, indeed subversive, significance since it is viewed, and taught in schools, as a 
document of the achievements of development, and transformation of Philippine society, culture, and nation” 
(Hau 2000, 4-5). This aspect is related to some of the other themes established, namely those of the need for 
moral recovery and the tendency towards technocracy.   
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As a result, Filipinos saw in Cory “the fulfilment of all their hopes” (Coronel 1991, 169), 
enacting the long-awaited social reforms leading Filipinos to the Promised Land295.  
Religious References 
The use of religious metaphor is not far-fetched here, since there was definitely a 
religious side to the veneration of Rizal, which was subsequently imputed onto the EDSA 
revolution. Rizal’s death bore more than a vague resemblance to that of that other famous 
martyr, Christ. Here was a man, widely perceived to be the saviour of a country, returning to 
the capital after years of absence, only to be arrested and executed by foreign oppressors 
pressured by the clergy, a fate undergone without protest. Rizal’s choice to walk the route 
from his prison cell to the place where he would be executed further supports the analogy296. 
Add to this all kinds of myths about miraculous healings attributed to Rizal (trained as a 
doctor) during his lifetime, and the picture is complete (Ileto 1998, 62-67)297. After his death, 
the ‘Tagalog Christ’ truly entered the realm of legends. During the first decades of the 
twentieth century, there seems to have existed a widespread belief that Rizal had arisen or 
would soon arise from his grave to liberate the country (ibid 76, 42). Thus, Rizal’s story also 
referred to another constitutive story, that of Bernardo Carpio, the sleeping king in the 
mountain/tomb, who is believed to arise when the Philippines is liberated298. In some folk 
stories, Rizal paid visits to this legendary king, and was almost made one and the same person 
(ibid, 41-2).  
Although this kind of mythology did not literally stick to Aquino and her government, 
the positive and hopeful connotations of the Philippine Revolution and the person of Rizal 
were carried over to the EDSA ‘Revolution’. Aquino’s simultaneous references to religion 
and a struggle for freedom, exposed in statements like “we are called by Christ to be free” 
(Aquino 1987b), at the very least did nothing to prevent such a process from occurring. An 
important factor was another analogy, that of ‘the martyr Ninoy’ and ‘the martyr Rizal’. 
Benigno Aquino, like Rizal, had been a man dedicated to the liberation and the upliftment of 
his country, who had been imprisoned and exiled. Like Rizal, Ninoy, while fully aware of the 
risks, finally decided to return to his country in order to save it from oppression, and as a 
result paid the ultimate price. The Marcos regime, meanwhile, was the modern equivalent of 
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 Others tried to do something similar; for example, General Edgardo Abenina, one of the people involved in 
the coup of December 1989, stated that that coup was an extension of the 30 November 1889 ‘true Filipino 
revolution’ that would restore the “dignity of the Filipino race” and “redeem the country’s mortgaged 
sovereignty and finally break the chains of social slavery” (Far Eastern Economic Review, December 21 1989). 
296
 During this walk Rizal is supposed to have spoken to bystanders: “We are walking the way to Calvary. Now 
Christ’s passion is better understood. Mine is very little. He suffered a great deal more. He was nailed to a Cross; 
the bullets will nail me to the cross formed by the bones on my back”. At the site of his execution, Rizal is 
alleged to have exclaimed: “Oh, Father, how terrible it is to die! How one suffers…Father, I forgive everyone 
from the bottom of my heart”, followed by his final words “Consummatum est!” (Ileto 1998, 74).  
297
 Rizal was not the only one attributed Christ-like qualities during the Revolution. In the years following the 
revolution and during the bloody ‘pacification’, the Philippines was infested with Christs, popes, priests, and 
prophets leading insurrectionary movements (Ileto 1998, 56).  
298
 Obviously, the Bernardo Carpio story itself carries references to the passion of Christ (see Ileto 1998, 1-28).  
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the Spanish colonial administration, a “bad mother” that turned out to be an oppressive regime 
founded on empty promises of democracy, development and a new society, and on the 
military support of a foreign power. After the murder of Ninoy Filipinos flocked en masse to 
his wake, and a long series of demonstrations began setting in motion the chain of events that 
would ultimately lead to the downfall of Marcos and the presidency of Cory Aquino. Cory, as 
the widow of Benigno Aquino, reminded of his martyrdom by just being there. Even more so, 
by staying the simple housewife, the mother of a violently disrupted family, her figure 
constantly reminded of what was not there in that family-picture; the murdered Ninoy. Like 
Rizal, Ninoy inspired ordinary Filipinos to follow in his footsteps and, in necessary, sacrifice 
themselves for the liberation of their country. Without equating him literally with Christ—
either directly or indirectly through the figure of Bernardo Carpio—as had sometimes been 
the case with Rizal, the death of Ninoy certainly evoked images, emotions, and connotations 
associated with Rizal/Christ. “Not a few people of influence (e.g. Cardinal Jaime Sin) 
recognized this (resemblance with the death of Rizal, auth.) soon after the event and built on it 
in their speeches” (Ileto 1993, 79). This is perhaps most clearly illustrated by the public 
outcry when Marcos sought to dissociate himself from the murder on television; “Pontius 
Pilate!” (Ileto 1998, 172; Thompson 2004, 5). Thus, the symbolic meaning of the martyrdom 
of Rizal/Christ was carried over to Ninoy and the People Power revolution.   
A similar chain of references can be found in the idea of revolution itself. As noted, 
the initial Philippine Revolution of 1896 had become a constitutive element of Filipino 
identity, carrying meanings of liberation, sacrifice and struggle for justice. Through 
consistently referring to the downfall of Marcos as the EDSA revolution, these subconscious 
meanings were transferred to Aquino’s rise to power. Interestingly, when in 2000 President 
Joseph ‘Erap’ Estrada, in the middle of an impeachment process because of a vast corruption 
scandal, was forced to step down in favour of his vice-president Gloria Macapagal-Arroyo by 
street protests backed by his political opponents, this event was presented as ‘EDSA II’. The 
democratic quality of EDSA II is highly disputable—regardless of the democratic quality of 
Estrada himself—yet, Erap’s removal was framed in terms of democracy, people power, and 
social justice. As a consequence, this ‘coup’ was accepted domestically and internationally—
albeit sometimes grudgingly—as a fair change of power. The interesting thing is that EDSA II 
derived much—if not all—of this legitimacy from its reference to Aquino’s ‘coup’ 14 years 
earlier. From that take-over, it was accepted to have been about democracy, People Power, 
liberation and social justice, even if many of these failed to materialise in the years 
afterwards. Yet, as I have argued, some of this legitimacy of ‘EDSA I’ in turn emerged 
through the evoking of images of that other revolution still earlier, of 1896. So EDSA II, 
through EDSA I, tapped into the reservoir of beliefs, symbols, and values associated with the 
Philippine Revolution, and still more indirectly, the passion of Christ. Though EDSA II itself 
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bore very little similarity with these stories, it was thus imbued with the legitimacy of past 
events and myths.  
B. REVOLUTION, BETRAYAL, CONTINUOUS CHANGE 
EDSA not only referred to the Philippine Revolution of 1896 by allegedly being a revolution, 
but also for the less positive reason that it was a revolution faltering in the years following it. 
If there was a wide consensus about the failure or very modest success of Aquino’s 
‘revolution’, this bore a similarity to the fate of the other revolutions that had occurred in the 
Philippines. As the prominent Philippine journalist Sheila Coronel wrote about EDSA, “the 
uprising did not break with the past: In that respect, February 1986 was not a revolution but a 
restoration, not a revolt against history but a reaffirmation of its continued hold over the 
Filipino people” (Coronel 1991, 166). This was a theme surpassing just the failure of 
Aquino’s presidency; in writings about the Philippines, the image of a country undergoing 
many revolutions, but never changing is continuously reproduced. Coronel’s statement 
contributes to this, as the failure of reforms is interpreted as the ‘reaffirmation of history’s 
continued hold over the Filipino people’. In other words, Aquino’s failure resulted not just in 
the continuity of a previous situation, it led to the prolongation of an inescapable, historically 
determined structure that had proved a shackle to the Philippine people for a long time 
already. 
Stagnation  
Statements like this are made by constantly in writing about the Philippines. Academic 
works on the Philippines tend to put “emphasis on continuity in Philippine history, politics, 
and society” stressing “the endurance of oligarchy and the persistence of patrimonialism in 
the Philippines in the twentieth century and bemoaned Filipinos’ failure to transform their 
country into a rapidly growing economy, a thriving democracy, and a vibrant society” 
(Hedman and Sidel 2000, 6). The Philippine political system is characterised by a “monolithic 
conservatism” (Golay 1971), since there is an “inability of established political structures to 
initiate significant policy changes” (Jayasuriya 1992, 50-51); “liberal ideas have been floating 
around in Philippine policy circles for decades—and have commonly been batted down quite 
decisively by those who most stand to lose from their promulgation and implementation” 
(Hutchcroft 1998, 242). All this results in the Philippines being a “changeless land” about 
which one might ask: “How could a nation that has gone through so many changes actually 
have changed so little?” (Timberman 1991, xii). Coronel continues, after the quote above, 
“since 1907, a landed elite has relied on state resources and American support to sustain its 
rule, securing its dominance of local and national elective posts by dispensing patronage. 
Oligarchic governance by a powerful, elite-controlled Congress has been interrupted only 
twice—by Japanese occupation during World War II and briefly by the declaration of martial 
law in 1972” (Coronel 1991, 166-167). With regard to more specific subjects, the ‘monolithic 
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conservatism’ of the Philippine system is lamented as well. In the case of land reform, “there 
is a structure of poverty that is very stubbornly resistant to any administration trying to 
change it.” (Solidarity Seminar Series on Public Issues 1990, 146). Aquino’s failure to 
implement reforms thus did not stand by itself; it was part of a “pattern maintenance that 
Aquino conservatism represents” (Scott Thompson 1992, 16).  
This subject, the stagnation of the Philippines, has been remarkably popular among 
academics and other commentators of Philippine society. Indeed, the fact that the Philippines 
has fallen from being one of the most promising developing countries in the world and the 
number two in the region after Japan in the 1950s, to the “deviant case” and a “laggard in the 
growth region” in the 1980s (Rivera 1994a, 1; Lindsey 1992, 75) has invited widespread 
lament and contemplation. In this literature, the Philippines is portrayed as a country unable to 
bring about good governance, festered as it is by inequality, corruption and abuse of power. In 
general, “foreign specialists working on the Philippines mostly share a common reading of 
Philippine political economy, one which underscores the successful penetration of the state 
machinery by aggressive, rent-seeking oligarchies and their appropriation, even outright 
plunder in the case of Marcos and his cronies, of accumulated resources extracted from a 
politically marginalized public. The central role of the state in these analyses is to serve as 
legitimizing instrument for the predatory activities of oligarchic groups” (Miranda 1997, 160, 
referring to Wurfel 1988, Hutchcroft 1991, Yoshihara 1988, and Hawes 1987). This point is 
recognised by Kang when he states: “In contrast (to the NIC’s, auth.), scholars have held up 
the Philippines as the paradigmatic corrupt state, typified by its former president Ferdinand 
Marcos. The Philippines failed to develop because of government meddling, powerful 
business sectors that reaped windfall gains from government largess, and incompetent civil 
servants.” (Kang, 2002, 2)299. Although the Philippines boasts a long revolutionary tradition, 
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 The story of ‘the failure of the Philippines’ should in fact be regarded with some reservations. Although it 
cannot be denied that poverty in the Philippines is still a much larger problem than in its neighbours Taiwan, 
R.O.C., and Malaysia, the image that the Philippines is a stagnant country, unable to bring about any kind of 
development or progress, is somewhat besides the truth as well. In fact, during the 1970s, economic growth per 
annum was on average 5.92%, not a very bad figure. The image of a typical export-pessimist country is not 
supported by the facts either; manufacturing as share of exports soared in the 1970s, climbing from 19% in 1970 
to 70% in 1980. This was not due to a small base; total exports were fairly high in the Philippines, much higher 
than ‘export-success story’ Brazil’s for example. (Kang 2002, 48-9). However, these are figures on macro-level, 
and what is more, to a large extent reflect a debt-driven growth strategy; the poor did benefit little, and the 
economic costs in terms of current account deficits mounted. During the period between 1965 and 1985, the 
share of population living in poverty declined only by 0.8% per annum, while in the 1980s growth figures 
collapsed. Still, although the early 1980s were characterised by serious economic difficulties, the new 
government soon managed to achieve a turnaround. In the second half of the 1980s, during which the Aquino 
administration was paying the costs for Marcos’ management, growth rates were still acceptable, as indicated 
(6,1% per annum on average for the period 1987-9, even 3,1% for disaster year 1990 (Aquino 1991)). Moreover, 
there was proof of genuine restructuring in the sense that the growth was more pro-poor than previously. 
Between 1985 and 1994, there was a 2.2% annual decline in the population share living under poverty level 
(Hernandez 1997, 210). With respect to foreign debts, between 1986 and the end of 1989, foreign debt/GNP fell 
from 94% to 63%, and the debt service ratio from 32% to 25% (Jayasuriya 1992, 57). Between 1986-1991, 
exports grew by 7.54%; industry grew in real terms by 3.93%; investments surged from P3.8 billion (1986) to 
P108 billion (1990). What is more, 71% of this investment went to the regions and 57.1% of investment went 
into manufacturing, supporting the view that qualitative changes were taking place. Although of course 
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these sectors always succeed in blocking any changes affecting their position. Revolutions are 
common, but typically taken over by elites and betrayed subsequently. The end result is the 
                                                                                                                                                        
supported, the turnaround in investment was not all due to changing FDI flows following the Plaza agreement; 
53% of investment was made by local investors, 47% by foreign (Bautista 1992 292-3). Policy efforts did play a 
role, as indicated by the fact that budget deficits were reduced from 5.2% of GNP (1985) to 2.1% (1991) 
(Carague 1992, 60). In 1986, the Comprehensive Tax Reform Program was initiated; revenue effort improved 
from 12.4% (1985) to 17.6% (1991), with tax effort from 11% to 14.5%. 
The fact that the story of Philippine failure is overstated only becomes really obvious, however, when one takes 
on a broader view than a focus on macro-economic data alone. For example, the Philippines ranks higher on 
basis of the HDI than on basis of GDP/capita; this indicates that the Philippine state, for all its alleged 
imperfections, is apparently relatively capable of providing basic social services to its population. The alleged 
traditional unwillingness of the state to intervene in the economy to tackle poverty has thus to be put in 
perspective, more so because the share of government expenditure going to health and education in the 
Philippines is 20%, which is higher than for example in Brazil, India, or South Africa (Clarke and Sison 2003, 
235). As a consequence, life expectancy rose from 63.4 (1985) to 64.6 (1988); mortality rate fell from 5.8 (1985) 
to 5.5% per 1000 population, with infant mortality falling from 58 to 30 per thousand during Aquino’s term 
(Aquino 1991, 41). Also, the other Philippines’ much maligned ill, inequality, turns out not to be dramatic either 
by ASEAN standards. Supposed success stories Thailand and Malaysia both have higher Gini-coefficients than 
the Philippines (0.515 and 0.484 to 0.451 respectively) (Gerson 1998, 2). With regard to education, the 
Philippines has a historically strong position. The primary enrolment ratio (111%) is nearly equal to East Asian 
Countries and above lower-middle income countries; secondary enrolment (79%) is above both; illiteracy (5%) 
is one third of East Asian County average. UNDP’s Gender Empowerment Measure is higher than other major 
ASEAN countries, and there is progress being made in another serious problem, population growth. Population  
growth declined by 20% during the past 20 years—standing at 2.1% in 1996--with fertility (1996: 3.8 births per 
woman) declining by 32% (World Bank 1996a; World Bank 1996b).  
In political-economic terms as well, the image of a weak, failing state in contrast to the developmental states of 
the HPAE’s should be amended. In his comparative study of South Korean and Philippine development, Kang 
first remarks that “savings rates, agricultural shares of GDP, exports, and manufacturing exports all appear more 
similar than different in Korea and the Philippines over the period in question. The overriding difference is 
investment. When we turn our attention to politics and society, the similarities are even more pronounced.” 
(Kang 2002, 50). “First, both Korea and the Philippines experienced significant corruption throughout the post-
independence era. Second, political—not economic—considerations dominated policy making in both countries. 
Focusing on the exchange of favors or bribes between state and business, I argue that politics drove policy 
choices, that bureaucrats were not autonomous from political interference in setting policy, and that business and 
political elites wrestled with each other over who could reap the rents to be had.” (ibid, 3); “The Philippine 
bureaucracy was far more competent than is popularly believed. In both Korea and the Philippines rulers have 
reigned and ruled, and the bureaucracy has not been autonomous from political regime interests. The difference 
in quality between the Philippine and Korean bureaucracies is overstated.” (ibid, 8). Kang’s study convincingly 
shows that while Philippine policy may not have been good, it has not been extraordinarily bad either, when 
compared to the policies of its faster growing neighbours. The message of incompetence of the Philippine state 
apparatus is further put to doubt by the fact that Philippine universities like the University of the Philippines 
Diliman, De la Salle, and Ateneo de Manila, which form the breeding ground for technocrats, are perhaps among 
the best in the developing world. Highly respected academics, such as Solita Monsod, Mario Lamberte, or 
Emmanuel de Dios, often fill up important (advisory) positions in government or bureaucracy. Moreover, the 
Philippines has a long history of high education levels among bureaucrats and elites (Pertierra 2000, 127). Nor 
has the quality of the bureaucracy been going downhill; “although under democracy the Philippine bureaucracy 
had been riddled with patronage, under Marcos the bureaucracy experienced heightened autonomy and small-
scale reform” and a strengthening from within (Kang 2002, 75).  
To complement Kang’s findings, it should be noted that the alleged ‘monolithic conservatism’ of Philippine 
politics and economy, illustrated by the failure of Aquino’s reform efforts, does not recognise the changes that 
Aquino in fact did make. The replacement of the dictatorial system with democratic structures is all too easily 
dismissed as simply ‘restoration’ of a ‘not-quite-democracy’, and the fact that the liberalisation programme for 
which Ramos is accredited rested on foundations laid by Aquino and Estanislao seems to have been forgotten. 
All in all, the image that the Philippine state is a failing one, unable to make a change or even an impact, is 
clearly, though not entirely incorrect, overstated. As one author puts it, “the image of a cacique democracy, with 
a captive state beholden to landed elite interests, was in many respects misleading, and the state has in fact 
enjoyed significant autonomy in key areas of public policy” (Clarke and Sison 2003, 235). 
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continuity of the structures of inequality, in spite of all the lofty sentiments and high hopes at 
the start; “some say nothing much has changed in the Philippines since the 19th century” 
(Gutierrez 1994, 304). Aquino’s ‘betrayal’ is only part of this general story of betrayal in a 
changeless land, stating that oppressive structures are usually stronger than any individual 
attempt at reform.  
1896 as Betrayed Revolution 
This story, of the betrayed, unfinished revolution, has its roots in the archetypal 
Philippine revolution of 1896. It has already been noted how this revolution and the first 
Philippine Republic have been squashed by U.S. imperialism, while the promises of 
independence were broken by President Mac Kinley. The struggle for independence and the 
nationalist revolution were thus eventually betrayed by the ambitions of the United States, 
seeking an empire and control over the natural resources of the Philippines, as Aguinaldo 
laments (Aguinaldo 1900). However, to some, the betrayal of the revolution ran deeper. At 
the heart of the matter is the position of José Rizal and the other ilustrados. Although Rizal’s 
nationalism and martyrdom are undisputed, his stature as a national hero is somewhat 
peculiar. Rizal, leader of the Liga Filipina proved himself a reformist who in first instance 
sought a more equal relationship with mother Spain. Between 1892 and 1896 he stayed in a 
remote town in Mindanao, was not involved in the creation of the Katipunan, and not in the 
proclamation of the revolution on August 29, 1896. In fact, Rizal declared himself opposed to 
this revolution, preferring a gradual reformist process; the charges against him about his 
involvement in the uprising were clearly false. Rizal was certainly held in high esteem by 
revolutionaries, and his death only added to that. But in the end, it was Bonifacio, an admirer 
of Rizal but dissatisfied with the pace of reform, who organised the Katipunan and started the 
revolution. After the revolution had eventually failed and the Philippines had been taken over 
by the United States, Rizal’s position as national hero became undisputed, however. It was 
not until the late 1950s that some radical historians began to ask the disturbing question why 
the national hero of the Philippines was not the leader of the revolution. 
 Teodoro Agoncillo’s “The Revolt of the Masses: The Story of Bonifacio and the 
Katipunan” (1956) was a milestone; it attacked the middle classes, and denied the Church a 
positive role in the revolution. Rizal, and other ilustrados, had been afraid of violent disorder 
and independence was not the first thing on their mind. They were just young men who saw 
their career opportunities blocked by the racism and mismanagement of the colonial 
administration, and wanted a status equal to the Spanish. Bonifacio, the self-educated 
commoner, was the person brave enough to take up arms to oppose the oppression and 
liberate his country. It was under his leadership that the nationalist movement acquired a 
genuinely popular base. In the end, however, he did not even live to see the proclamation of 
the Philippine Republic. Within the Kapitupan, a conflict over the leadership arose between 
Aguinaldo, mayor of the town of Cavite, and Bonifacio, who had proven himself an 
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ineffective military leader. When Aguinaldo took over, Bonifacio withdrew with his 
supporters to form his own government. Fighting broke out, and Bonifacio was arrested, tried 
and executed on May 10, 1897. Aguinaldo subsequently reached an agreement with the 
colonial authorities to go into exile with his government, in return for a payment of 
M$800000300. He only returned to the Philippines upon request of U.S. authorities, when the 
Spanish-American war broke out.   
Under American ‘tutelage’, the system described by Coronel emerged; a landed elite, 
relying on state resources and American support, enjoying all kinds of privilege and rents. 
This landed elite, the ilustrados, had often been involved in local government for a long time, 
as municipal histories indicate (Landé 1996, 117). Now that the Spanish frailocracy, who had 
supervised the ilustrado governance, had been replaced by Americans, nothing changed 
much. Many of the ilustrados in the Aguinaldo government, such as Benito Legarda, 
Cayetano Arellano, or T. Pardo de Tavera, had held positions in the Spanish government 
before. Moreover, they chose to withdraw from the Malolos government prior to the outbreak 
of hostilities with the United States, and were rewarded with top positions in the American 
colonial administration (Constantino 1970, 84-6). To this class of ilustrados, nothing much 
had changed, except for the gradual expansion of suffrage and the opening up of posts at 
higher levels of government. This necessitated the formation of electoral organisations 
beyond the local level. The first of these was the Partido Federalista, a party of ilustrados 
seeking to end resistance and in favour of cooperation with the United States. Their final goal 
was the inclusion of the Philippines as a state in the federal union. Another party was the 
Partido Nacionalista, initially led by Sergio Osmeña but soon taken over by Manuel Quezon.  
Nacionalista hegemony meant that independence remained a buzzword in political 
circles, but elites were not particularly eager to have it realised anytime soon and, in any case, 
not through violent means. Quezon’s negotiation skills managed to bring independence 
closer, but it was not until after the Japanese occupation that the Philippines would finally be 
an independent country again. The fact is that although calls for independence paid of 
electorally, independence was not desired by elites, since privileged access to US markets 
formed a source of wealth. When it was finally achieved in 1946, independence “was 
accompanied by provisions that were clearly advantageous to the landed oligarchy that 
controlled the state” (Hutchcroft 1998, 27). In addition, US war damage payments went 
through the state and “helped finance conspicuous consumption …by high income groups” 
(ibid, 28). In other words, throughout the process towards independence, starting in the 
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 The sum was to be paid in three tranches, upon the handing over of arms, and the final tranch, “quand le Te 
Deum aurait été chanté dans la cathédrale de Manille en actons de grâces pour le rétablissement de la paix.” The 
sum was to be paid to Aguinaldo personally, and he could do with them whatever he wished to do. In return, 
Aguinaldo and his accomplices would leave for Hong Kong. Other demands, such as the expulsion of the clerical 
orders and an autonomous political and administrative government were denied, as it was considered “que ces 
concessions exposeraient le gouvernment espagnol à de séverès critiques et même au ridicule” (Aguinaldo 1900, 
8). Apparently, the revolutionary government conceded with this.     
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nineteenth century in leading up to independence in 1946, the same ‘oligarchy’ had managed 
to sustain its control of the state, relying on Spanish and US support. When the popular 
revolution of Bonifacio threatened to undermine this rule, the revolution was captured and 
pacified by these elites, favouring a gradual and reformist approach that would not affect their 
interests. Thus, Ambrosio Flores, revolutionary governor of Manila, read in a proclamation to 
his fellow countrymen: “In no case should you resort to violence or cause disorder which only 
serve to belie your naturally pacific, docile and honorable character…The whole civilized 
world has its eyes fixed upon us to see if we possess the requisite ability and culture for self-
government” (Guillermo 1992, 10). The message of pacifist reformism rather than revolution 
was of course one that the United States government eagerly supported.   
The figure of Rizal played an important role in transmitting this message. The colonial 
government in collaboration with the Church promoted the hero worship of Rizal to transfer 
Filipino adoration away from the true revolutionary heroes towards and advocate of pacifist 
and constitutional nationalism, even insisting that Rizal, had he lived to see the mild and 
benevolent government of the United States, would have condemned opposition to that 
government even more strongly than he had denunciated the Katipunan uprising (Constantino 
1970, 125-146). Thus, “the American colonial administration sponsored Rizal as the national 
hero because his philosophy of education before independence was a fitting rationalization of 
the U.S. policy of “benevolent assimilation”” (Ileto 1998, 70). Bonifacio represented the 
revolutionary zeal, with his raised bolo and fiery demeanour, while Rizal was all about 
reform, gradualism and peacefulness301. Although Rizal was thus transformed into the 
national here, Bonifacio found his use in rhetoric as well. Quezon, and much later on 
Macapagal, tried to appropriate his revolutionary symbolism to gain support for their 
reformist—or downright conservative—agendas. This attempt at co-optation was less 
successful, however, and Bonifacio continued to be used by more revolutionary peasant 
movements (in the first decades of the 20th century) and socialist and communist parties as a 
symbol for revolution (Ileto 1993, 67).  
Challenged History 
The official nationalist-within-colonialism discourse thus created its own version of 
history, which historians like Agoncillo, Guerillo and Constantino started to criticise during 
the 1950s-1960s. Now, the Philippine revolution of 1896 was rewritten and transformed into 
the discourse of the unfinished revolution (Ileto 1998); the revolution had been betrayed by 
the ilustrados rather than by the Americans, since self-interest—which was considered to be 
opposite to nationalist idealism—had gained the upper hand. The political discourse of the 
unfinished revolution saw freedom as a potential and ideal rather than existing condition. It 
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 It has to be acknowledged that although this was certainly the officially approved Rizal, and perhaps even the 
historically accurate one, Rizal meant something different to many people.  The mythical Rizal, the Christ-like 
figure who would arise to liberate the Philippines, had very little to do with accurate historical roles, but was not 
less real and important (Ileto 1998, 70-71; 141-143). 
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“attested to the survival and resilience of popular struggles not through nostalgic evocations 
of a glorious revolutionary past, but through a fraught discourse of ‘missed opportunities’” 
(Hau 2000, 216). Constantino (1975) represents an important component of this project to 
rewrite history, cleansing it from US colonial mentality and writing it “from the point of view 
of the Filipino” (Constantino 1975, 3). There had been some other work in this respect, 
refuting “the more blatant defamations of the Filipinos and highlight(ing) the abuses of 
Spanish frailocracy” (ibid, 1), but myths about the American colonialisation remained. 
Constantino set it on himself to pursue “the task of correcting historical misimpressions… as 
part of a total effort to remove the fetters on the Filipino mind that had been forged by 
colonial education” (ibid, 2). To Constantino, Bonifacio is the true hero of the revolution, 
which has been betrayed by middle class ilustrados—the group to which Rizal belonged—
who were easily bought off by the colonial administration. Doing so, Constantino reaffirms 
the idea of Filipino identity as being about struggle for freedom, sacrifice and liberation. In 
his view, “history…is the recorded struggle of people for ever increasing freedom and for 
newer and higher realizations of the human person” because “struggle is…the essence of life, 
whether of an individual or a society” (ibid, 3).  
This literature emerging in the 1960s and 1970s proved quite popular, not only 
because it triggered an interesting historical debate, but because the discussion about the 
nature of the Philippine revolution was about the present, in hardly concealed terms. The 
figures of Bonifacio and Rizal were so vehemently discussed because they figured as 
metaphor for the situation in the country at that time. Thus, Jose Maria Sison, in the founding 
speech of the Kabataang Makabayan, reserved a large place for the ‘Bonifacio-reading’ of the 
revolution. “Andres Bonifacio was the disciplined revolutionary activist who sought and 
found in revolution the only process that could give full expression to the national and social 
aspirations of our people which had so long been suppressed by a foreign power prettified by 
the soft and evasive terms of liberal reformers…We remember that, after the death of 
Bonifacio, the revolutionary initiative of the peasants and the workers in the Katipunan and 
the anti-colonial struggle in general was undermined and debilitated by the liberal 
compromises made by the ilustrado leadership. The compromises came one after another: the 
pact of Biak-na-Bato, Aguinaldo’s trust in Yankee confidence-men in Hong Kong, the 
bourgeois-landlord upper hand in the Malolos Congress, and the ultimate surrender of the 
ilustrados and collaboration with the US imperialist regime…the Philippine revolution has 
been interrupted.” (Sison 1964).  
The message of an unfinished, betrayed revolution, was perhaps phrased around the 
person of Bonifacio during the 1896 revolution, but it was obviously about the revolution 
Sison sought to finish in the present. Constantino also motivated historical research by 
arguing that “in studying these struggles, a true people’s history discovers the laws of social 
development, delineates the continuities and discontinuities in a moving society, records the 
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behavior of classes, uncovers the myths that have distorted thought and brings out the innate 
heroism and wisdom of the masses. Such a history therefore constitutes both a guide and a 
weapon in the unremitting struggle for greater freedom and the attainment of a better society” 
(Constantino 1975, 4). This was clearly not about history, but about “the continuing past” 
(Constantino 1978). The height of the Rizal-Bonifacio controversy was not coincidentally 
around the same time that Marcos sought to stay in power with US-support302. The discussion 
about the Philippine revolution and the roles of Bonifacio and Rizal dealt with the nature of a 
revolution that had become a manifesto for present day action. Had it merely been about 
formal independence and was it therefore finished in 1946? Or had it been a revolution that 
was truly revolutionary, the poor masses rising against the oppressive structures created by 
colonialism, feudalism, and capitalism that continue to exist in the same or other forms until 
the present day? In the first case, there was no need to change the Philippine political and 
economic system any further. In the last case, however, the revolution should be revived.  
This was the intended message of radical historians, and men like Sison. But alongside 
that message, the story also sent out a message of futility; new attempts at reform would be 
equally co-optated, in the end, nothing would ever change. This dual message is beautifully 
captured in the revolutionary novel “Mass” by writer and social activist Sionil José. The story 
of the betrayed revolution, which had initially only been about the forgone promises of 
independence made by the United States, thus became a wider story, about the plight of the 
poor and the continuity of inequality. Although the Philippines had known many armed 
uprisings in its history, all of these had eventually been defeated by the central state, usually 
with United States support. Every time a threat was raised, the oligarchic elites proved 
resilient. It was therefore not surprising that the EDSA revolution ended in the same way; 
Aquino, a member of the oligarchy, transformed the revolution into a pacifist movement for 
token democratic reforms. Once more, the Philippines proved itself to be a truly ‘changeless 
land’.  
C. THE EMBEDDEDNESS OF FAILURE 
So far, it has been argued that an awareness has always existed that Filipinos live in a system 
that is oppressive and unjust, mandating a revolution, but that attempts to change that system 
are futile because any reform movement will inevitably be captured and betrayed by elites, 
rendering the Philippines a changeless land. That message has been transmitted consistently, 
and it has been applied to the Aquino reforms as well. There is still another part of that story 
that needs discussion, however; the question why change is so impossible in the Philippines.    
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 In the Third National Rizal Lecture, Constantino accused Rizal of having placed himself against Bonifacio 
and the Revolution (Constantino 1970, 125-146), while his symbolism was a creation of American colonialism.  
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Blaming the Culture 
The answer to this question lies in the fact that there is wide agreement about political 
problems not being political only. This theme has been discussed specifically referring to 
Aquino’s reforms, where I have argued that the call for moral reform reveals a view that the 
rot of the political system is present in all spheres of society, not just the political303. The 
point, however, applies not only to moral problems specific for the 1980s, when the 
Philippines was picking itself up after more than a decade of dictatorship and abuse. In fact, 
the idea that all political-economic problems of the Philippines are somehow systematic is 
very widespread. Academics constantly produce images like deeply rooted and endemic 
corruption and criminality”, excessive red tape and inefficiency in government (Abueva 1997, 
18). Titles of the works one could find in the quality bookstore during the 1980s are typically 
rather grim and unhopeful: “The Philippines: A land of Broken Promises” by journalist James 
Goodno, “Filipino Politics: Development and Decay” by David Wurfel, or “A Changeless 
land” by Timberman (Lachica 1996, 73).  
Damaged Culture 
If these were not enough to give Filipinos a negative self-image, the article by Atlantic 
Monthly editor James Fallows, presenting the ‘damaged culture’ hypothesis, hit even harder. 
Fallows criticised “a tradition of political corruption and cronyism”, “fragmentation”, a “lack 
of useful nationalism” and a society in which “people treat each other worse than in any other 
Asian country I have seen”. The associated “contempt of the public good” exhibited by elites 
and non-elites alike, explains the problematic nature of Philippine economy and state (Fallows 
1987, 49-52). Possibilities to achieve good governance in such a context are naturally very 
limited. But possibilities to do something about the position and behaviour of these 
“aggressive, rent-seeking oligarchies” are equally limited, because this context is generally 
viewed as having its roots in moral and cultural problems. Read for example the economist 
Roxas, discussing the apparent inability of Philippine society to reform in general leading to 
the series of boom-bust cycles that characterises the Philippine economy: “Operatio sequitur 
esse, the philosophers say. The way a thing behaves follows from its nature. The Philippine 
society—its economy and polity—turns out these infernal cycles because of what it is—a 
commercialized agrarian system with a system of “bossism” for its political structure. The 
nature is built into the political structure, the culture of the government bureaucracy, and the 
values, behavior patterns and lifestyles of the business oligarchy” (Roxas 2000, 69); “How do 
we break the spell? The problem is complex, deeply ingrained in the very fabric of our 
society, our culture, our political and economic system and the lifestyles of our elite” (ibid, 
73); “The problem lies with the structure, culture and values, objectives and behavior of the 
systems as they have evolved in the peculiarities of Philippine environment and history” (ibid 
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 Alternatively formulated, everything is “highly politicised” (Mulder 2000, 31).  
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75). Others transmit the same message: “we may have to make more difficult choices between 
the values we want for the public service and the truly incompatible elements in our culture 
that hinder progress in government. Nepotism, political dynasties, private armies, and local 
and national oligarchies may have sprung from our love of the extended family” (Ocampo 
1990, 109); “Part of the reason why Filipinos have difficulty in developing a sense of 
community and the public good is the primordial nature of kinship affiliation in the 
Philippines” (Diokno 1997b, 24). The argument is the same every time. First, there are 
considered to be problems in the political economic system. Secondly, these problems are 
presented as systematic, and deeply rooted in Philippine values and culture. We have seen a 
similar motivation behind the “Revolution from the Centre” of Marcos; it was to be a 
revolution in values, an internal change.  
It is not only academic work portraying the image of the Philippines as country in a 
deep moral crisis. Mulder (2000) gives an overview of the message conveyed in Philippine 
newspapers. He reports an obsession with corruption and crime, lamentations about the moral 
state of the nation together with repeated calls for moral improvement; and an extreme focus 
on politics. The discussion of politics is never in content, however, for in the popular 
perception, there is no content in Philippine politics. The world described in Philippine 
newspapers is a frightful and terrible place indeed. It is a place where “highly placed 
involvement in crime is expected, and thus considered normal” (Mulder 2000, 18); where 
“individual politicos…seemingly preside over an untidy society,…(with) little to offer in 
terms of clear guidance. Justice appears as faltering and ineffective. Violent crime and killings 
are everyday life. All this seems to stimulate many negative remarks about ‘The Filipino’ in 
the public world.” (Mulder 2000, 31). Other authors have also addressed this “demonizing of 
the Philippines” in the media, which tends to describe the Philippines as a country “constantly 
failing in its quest for modernity, prosperity and security” (Lowe 1997, 27). All the problems 
in the Philippines are ‘constant’, ‘normal’, and moral in nature, thus symptomatic for 
Philippine culture and society. What to think, for example, of a newspaper article stating that 
“archipelagic…Filipinos seem to see plans, programs and projects as discrete elements, 
isolated from each other like islands. Until the PAP came along with its unified vision of 
development that covers the whole country and seeks to marshal both internal and external 
resources in the service of a central vision, Philippine development has been fragmented, 
divisive and uncoordinated.” (R.V. Diaz, “Calabar will profit most from PAP” Daily Globe, 
16 September 1989) The message is clear: until rational foreigners took over the development 
initiative through the initiation of the PAP, the Filipinos, incapable of coherent rational 
thought as they are, messed up. But these Filipino planners did not just fail; they failed 
because they were Filipino planners. An alleged, specific problem in development planning is 
thus immediately brought down to the non-rational way Filipinos see the world. The negative 
press coverage is not limited to Filipino papers; in the foreign press, the Philippines does not 
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get a significantly better review. During the 1980s reports were downright negative. When 
newspapers finally considered there was something positive to report, during the Ramos 
presidency, the better press was compensated by less coverage. Even more significantly, 
many of the positive stories (54.7% of all stories in foreign media in 1994) were presented in 
terms like ‘finally back on track’ ‘emerging from dependence’, ‘starting to recover’, 
‘unexpected crop of good news’ etc., confirming that failure was the normal, to-be-expected 
state of affairs (Lachica 1996). It almost goes without saying that these images fit in the 
longer tradition of Orientalism, discussed in the previous chapters. The Filipino as oriental is 
a spiritual, moral being rather than rational; is corrupt and indolent; and is incapable of 
change. One finds all these messages reproduced in the media.  
The image emerging in fiction is not much different either; “sometimes the general 
reporting about Philippine society strikes one as pathological; things must, apparently, be 
portrayed in a negative manner”. This leads Mulder to conclude that “the perception of the 
national character, or the Filipino in the public world, is negative”. The crisis is always 
blamed either on the way society is governed, or on the negativity or absence of values, that if 
changed, would augur the good life, bringing order and prosperity (Mulder 2000, 173-6). 
Mulder (1990) presents an analysis of school text, and reaches similar conclusions. When 
Filipino culture is addressed in textbooks, it is to teach Filipinos that they are lazy, something 
elaborated upon in textbooks for higher levels. “A few chapters on the relation between the 
economy and culture belong to the required curriculum.…Filipino working habits are 
characterized as: do not work hard; ningas kugon (never finishing a project); mañana habit 
(postponing); sacrifice work just to meet social obligations; absenteeism; lack pride in work; 
work just to please the boss; the quality of work is inferior; spend money recklessly, they 
borrow. A few pages further on nepotism, submissiveness, dependency, and the willingness to 
accept corruption are added as deeply ingrained traits leading to economic retardation” 
(Mulder 1990, 94). Kunz (1995) transmits the same message, arguing that whereas ‘the 
Filipino’ has some positive values (family orientation for example) (s)he also has a tendency 
to familism, personalism, a lack of discipline, passivity, lack of initiative, lack of self-
knowledge and lack of self-control. These cultural values should be eliminated and the 
positive ones complemented by Western values such as responsibility, and an inclination to 
change (Kunz 1995, 140-43). Striking here is that family orientation simultaneously seems to 
be a positive and a negative value; only in the last case it is called familism. Similarly, while 
utang na loob (debt of gratitude) is an all-time favourite to blame for the Philippines’ ails, Lee 
(1997) reports that business executives actually see walang utang na loob (lack of sense of 
gratitude) as a prime negative value in the workplace. These cases effectively illustrate that 
there is not much agreement on what the detrimental Philippine values are, even if there is 





This particular aspect of the message is even more obvious when one considers 
another literature that can be viewed as a variant on the theme of a regressive Philippine 
culture. In contrast with the works blaming all the problematic Filipino attitudes and values, 
this literature highlights the problem of the absence of culture in the Philippines. Again, 
school textbooks play an important role in this literature (Mulder 1990), but they are by no 
means the only media in which the message is conveyed. The previously noted absence of an 
evocative historical period prior to colonialism is an aspect of the same message, that there is 
no specifically Philippine culture. Cannel (1999) addresses this perception as she opens with: 
“this is a book about people who for a long period have been described in academic 
literature—and even at times describe themselves—as having no culture worth the name..”304 
She criticises “an anxious and discouraging notion in both the academic and non-academic 
literature, that the lowlands was perhaps nothing but the sum of its colonial parts, a culture 
without authenticity, or else was only to be defined in a series of negatives, by what it had 
failed to be”. Philippine culture is always presented “as debased and corrupt”, as something 
which can be almost completely reduced to the ‘colonial mentality’ so vehemently attacked 
by Constantino (Cannel 1999 6-9). This idea, similar to the ‘damaged culture’ hypothesis, is 
confirmed by the oft-repeated lamentation among Filipinos that ‘we have no culture’ and by 
interminable public and private debates (especially among the middle classes) over Filipino 
identity or the lack thereof (Hau 2000, 100).  
The Present as ‘The Worst in Between two Worlds’ 
“Identity is such a problem for us because we are of two minds about it. On the one hand we 
say that we must change, we must leave the past behind, we must move forward, we must 
update. On the other hand we insist that there is a fixed primeval Filipino identity to which we 
must make our way back. And at the same time we are asking: “What is the identity of the 
Filipino today?”  
 
Everybody thinks that is a question impossible to answer.  
 
Actually the answer is very easy and very plain.  
 
The identity of the Filipino today is of a person asking what is his identity” 
 (Joaquin 1988, 244) 
 
These words, by national artist Nick Joaquin, capture the message of Filipinos ‘lacking a 
culture’ perhaps most perceptively. They are illuminating because they highlight two things. 
First, that the question of identity and the idea of lacking a straightforward culture should be 
seen as a main characteristic of Filipino identity and culture, rather than as proof of a genuine 
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lack of it. Secondly, the fact that the idea of a ‘damaged culture’ is very much related to 
notions of progress and development in the Philippines.   
As noted, the widespread negativity about Philippine society gets a systematic twist, 
by embedding problems of political economy in a strongly problematicised culture. Apart 
from the negativity itself, another problematic aspect of the fact that “Filipinos talk 
themselves down.” (Scott Thompson 1992, 21) is that it creates a dichotomy between all 
things traditionally Filipino and all things modern. This dichotomy is elaborated upon by 
several authors: “Many Filipinos, particularly those in urban areas, are also torn by the 
conflict between traditional and ‘modern’ values and behaviour. Traditional 
values…emphasise loyalty to the family, patron-client ties, and conservative land-based 
economic activity. Modern values put a greater emphasis on loyalty to non-family entities, 
less personalistic relationships, and greater entrepreneurship” (Timberman 1991, 14). Or 
consider Roces, when she discusses the political system: “While malakas kinship groups are 
admired, so too are those who exhibit modern values of nationalism, delicadeza (noblesse 
oblige), and ethics and morals…While ethics and morals frowned upon corruption, delicadeza 
stressed that one was in political office to serve and not to enjoy personal gain. Democratic 
institutions were meant to prevent one group from monopolizing power, while nationalist 
ideals gave high regard to those who placed the nation-state above the individual or the 
family. In this conflict of two opposing sets of values, or discourses, despite the fact that at 
critical historical moments modern values appear to have the upper hand (like the 1986 people 
power revolution), by and large the traditional dynamics of kinship politics remains the 
dominant force that influences Philippine political culture in the post-war years.” (Roces 
2000, 13).  
What should be noted is that in this remark not only modern and traditional are 
dichotomised, but that ‘traditionally Filipino’ is opposed to ‘good’ things like delicadeza and 
even ethics and morals (!). The underlying notion is that ethics and morals are non-traditional, 
something alien to Filipinos; regrettably for the country, traditional Filipino characteristics 
continue to dominate society and politics. In contrast to Filipino traditions, “the modern, 
Western institutions of the nation-state and constitutional democracy serve as the formal 
models and goals of ‘progress’ and ‘national development’” (Sidel 1995, 140). In other 
words, anything good or progressive is alien, while anything Filipino is regressive. The 
modern-traditional dichotomy thus not only overlaps with the positive-negative dichotomy, 
but also with the East-West dichotomy (or in more specific cases, the Filipino-United States 
dichotomy). This is illustrated by an observation of an influential nationalist in the 1950s, 
Senator Claro Recto, who states: “We apologize for our western customs because we know 
we are Orientals. But we are ashamed also of what characterizes us as Orientals, fearing that 
such traits are old-fashioned and backward” (quoted in Timberman 1991, 12)305. Imelda 
                                                 
305
 Note the similarity between Joaquin’s definition of the problem, and the words of Senator Recto here.  
Embedding Economics 
328 
Marcos’ portraying the Philippines as positive because it is a bridge between East and West, 
i.e. because it is less backwardly oriental than the rest of the region, carries the same message. 
Filipinos act traditionally and culturally, and their behaviour is therefore opposed to desired 
attributes like modernity and progress.  
Fundamental Reform 
The association of failure with traditionality, Filipino identity, and Filipino values 
leads to the idea of moral reform, which comes back in Joaquin’s point about the perceived 
need to leave the past behind. The problematic nature of culture means that problems can be 
solved through changing the culture only; “when we speak of the required reform, we don’t 
mean the superficial reforms that the IMF and World Bank put into the conditionalities of 
‘structural adjustment’ and institutional reform loans that are directed simply to make the 
country more open and more benign toward the free entry of foreign capital and international 
businesses. We refer, rather, to a profound transformation in our political, social, 
governmental and economic, ideas, values, culture and behavior patterns and lifestyles to halt 
our dissipation of scarce production in high living and non-productive investments, maximize 
the savings and channel them to the projects that genuinely enhance the production and 
productivity of our natural endowment and our people, and distribute their benefits more 
equitably to eliminate poverty” (Roxas 2000, 69). In fact, such calls for moral reform have 
quite a long history, going back in time far beyond the Aquino era. Moreover, the idea that 
“values education, sometimes even called ‘eugenics’ or improvement of the race, is deemed to 
be an important means for achieving a desirable society” is widespread all over Southeast 
Asia, and is not just specific for the Philippines306 (Mulder 2000, 40). However, whereas in 
other places ‘value education’ can be seen as a form of traditionalism, in the Philippines the 
conceptions of tradition, culture and progress rule out such an interpretation. Rather than that, 
“in the post-colonial Philippine Republic of today, the past is problematized as traditional, 
non-modern, superstitious, and non-rational. Under the developmental philosophy concocted 
by the IMF-WB technocrats, the peasants must free themselves from the shackles of the 
past—towards modernization and development” (Quibuyen 1992, 44). Moral improvement in 
the Philippines means to leave ‘traditional’ values behind and adopt modern ones instead.  
Moral Improvement and the Ilustrados 
Such ideas can in fact be traced back to the period of the propagandists and the 
Philippine Revolution of 1896. The primary aim of Rizal, for example, was “arousing his own 
people to their social unfitness” (Mabini 1905, 843). The ilustrados’ attitude towards 
uprisings in the Philippines is illuminating: “if they occur during the ‘preenlightenment’ 
centuries, they have regarded as instinctive, largely localized reactions to oppressive 
measures, ‘nativistic’ attempts to return to a pre-colonial past, at best primitive precursors to 
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the revolution. Her horizons narrowed by religion and the divide-and-rule tactic of the 
Spaniards, the Indio is deemed unable to comprehend her situation rationally; thus she reacts 
blindly, in the gut, to mounting irritants impinging upon her. Only with the advent of Rizal 
and the ilustrados is there supposed to be a clear understanding of the causes of 
dissatisfaction. Only with the founding of Andres Bonifacio’s Katipunan secret society is 
there an organization with clear strategies and goals. When the Katipunan is superseded by 
Emilio Aguinaldo’s republican government, the Filipino people are seen to be finally released 
not only from the colonial mother country but also from a dark past. The history of ‘failure’ 
ends with the birth of the secular, progressive, enlightened republic in 1898” (Ileto 1998, 33). 
The idea that all revolutionary action is to fail unless traditional mindsets are abandoned is 
clear. The point can also be illustrated by Rizal’s most notable literary achievements, the 
‘Noli’ and the ‘Fili’. As constitutive stories for a Philippine nation, the novels strike one as 
rather peculiar. Here is nothing of the sort of the Malay Annals, stories depicting an idealised 
state of affairs. Rather than that, Rizal’s work describes a situation of oppression, injustice, 
ignorance and backwardness. The nationalist character of the novels lies in the fact that they 
call for liberation and emancipation, attributing to Filipinos the potential for progress, denied 
them by the corrupted society created by frailocracy which does nothing to educate them. In 
other words, there is nothing in them about who Filipinos are; there is only the notion that 
Filipinos at the moment are not what they should be. What they should be is to be integrated 
in the rationalist, liberal vision of the world of metropolitan Europe. In other words, like I 
have argued previously, to be a nationalist Filipino is to be engaged in a struggle for 
emancipation, to modernisation307. Filipino identity is what we may call ‘an identity of 
becoming’.  
In the eyes of ilustrados like Rizal, the backwardness of the Philippines had much to 
do with the lack of (western) education. Hence, a main theme in Filipino literature starting 
with Rizal is the “decrying popular ‘ignorance’ and ‘fanaticism,’ as middle-class ilustrados 
were wont to do” (Hau 2000, 85). First, there was a need to educate these Filipinos, then 
change would come around almost automatically. Another example of this line of thought is 
the work of Apolinario Mabini, to whom moral, ideational change—a change of the ‘modo de 
ser y pensar’ of Filipinos—was the first step to realise genuine progress (Mabini 1905, 847; 
854; Reyno 1964, 50)308. The moral reform theme is apparent, and it reveals a particular 
perception of how social changes materialise. “Two things can be said about the way in which 
the question of social transformation is usually conceived in terms of a specific ordering of 
                                                 
307
 Hence, the attempts by historians like Constantino to write a history of the Philippines as a series of popular 
uprisings (Constantino 1975). 
308
 A main element of Mabini’s thought was the idea that independence, freedom and progress were part of 
‘natural law’. This idea refers to what ought to be—justice, as derived from God—but also to what is; history 
develops towards justice, and a just society is inevitable in time. Also, human laws and acts that are contrary to 
natural law are null and void (Mabini, 1969, 7). Education, in the social, political and moral sphere, is part of this 
natural path to progress (Reyno 1964).  
Embedding Economics 
330 
the relationship between truth and action. The imperative for social change is often posed as a 
“problem of national(ist) consciousness,” that is, it posits a nation that can be actualized by a 
subject whose capacity to transform her society is informed by her knowledge of her 
country’s “true” history, condition, and course of development. Second: social change is 
premised on powerful norms of freedom, self-determination, and development, most often 
encapsulated in the pedagogical associations surrounding the term “culture”” (Hau 2000, 8). 
This last point is crucial; the term ‘culture’ in the Philippines seems to have various meanings, 
some of which do not coincide with meanings usually associated with it in writings about 
culture and development. To see this, one has to go back briefly into the origins of the term 
‘culture’. 
Culture, Cultured, Damaged Culture    
The word ‘culture’, derived from cultivation, is of course initially agrarian in origin. 
As a metaphor, however, it was soon applied to the ‘cultivation’ of the individual’s moral and 
intellectual capabilities (Markus 1993, 7-8). “’Culture’ then began to connote the general 
condition that allows people to live in an organized and well-ordered (‘civilized’, ‘policed’) 
society, advanced in material comforts, possessing ‘polite’ urban mores, and rich in 
intellectual achievements” (Markus 1993, 10). Simultaneously emerging theories of progress 
and evolution made that such a notion of culture created a hierarchical dimension between 
“savage” on the one hand, and “cultured” on the other. Universal progress—the continuous 
process of perfection and improvement of entire societies—could be defined as moving away 
from being savage and becoming cultured instead. But becoming cultured in this 
interpretation is not a process of increased artificiality, loosing ones identity in the process. 
Rather than that, the idea of universal progress is one of self-actualisation, becoming what one 
really is (Hau 2000, 24-25).  
This idea of culture as cultured/civilised is almost the opposite of later notions of 
culture, most explicitly in modernisation theories. There, ‘culture’ was something that 
undeveloped societies possess, not developed ones; here, culture is something one acquires in 
the process of development. Both meanings of culture coexist in the Philippines, Rizal and 
other ilustrados representing the ‘culture as cultured’ idea. To them, culture was something 
Filipinos should acquire, through education, so that the Philippines could become what it truly 
was, a place that was simultaneously Filipino and modern and progressive. The problems of 
the situation in their times could be traced back to the fact that Filipinos lacked culture, a 
notion that, as we have seen, continues to exist until today. On the other hand, there is the idea 
that Philippine values, mentality and social institutions are problematic and impediments to 
progress; culture as underdevelopment. On first sight, these ideas could be considered 
contradictory, but this paradox is resolved through the ‘damaged culture’ concept. 
Colonialisation has created a negative culture, which is responsible for all the Philippines’ ails 
and should be eradicated. The Spanish era serves as the source of corruption, over 
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centralisation, Islamic-Christian tensions, inequality/landholding elites, and the destruction of 
pre-Hispanic tradition without giving access to Spanish culture, resulting in a weak hybrid. 
The legacy of Spanish rule is pervasive in the Philippines today, so that today’s culture can be 
described entirely in negative terms (Wurfel 1988, Chapter 1). However, today’s culture is not 
genuine Philippine culture, as colonialism should be seen as a move away from self-
actualisation. Eliminating the ‘Philippine’ culture of today can then be deemed nationalist, 
because that culture was not genuinely Filipino in the first place; it is a deviation from the 
process of universal progress, caused by colonialism. With education, the Filipino people can 
get back on track again, escaping the pitfalls of the ‘damaged culture’ in order to become 
‘cultured’, free and emancipated instead. Thus, one can find a social critic like Constantino, 
without irony, claiming that “the Filipino of today must undergo a process of de-colonization 
before he can become a true Filipino. The de-colonised Filipino is the real goal for our time 
just as the Hispanized Filipino was once the goal for the reformists” (Constantino 1970, 138). 
It is the same truth-before-action mode of thought; the only difference is that by now 
‘Hispanization’ stands for damaging culture, and the idea of progress (becoming cultured) has 
shifted to a slightly different interpretation of the universal goals of freedom and 
emancipation309.   
Escaping the Present 
The point then is that the dichotomies between past and future, culture and rationality, 
and right and wrong do not neatly overlap with each other in writings about Philippine 
development. The “historical line from past to present” is not smooth; there is “a break, 
imposed by the conquest, to explain the backward state of the present”. The pre-Hispanic past 
is—according to Ileto—represented analogous to Adam and Eve’s paradise, for example in 
the references in Bonifacio’s manifesto Ang Dapat ng mga Tagalog or the Pasyon Pilapil 
(Ileto 1998, 50). Colonialisation and Hispanisation subsequently represent a ‘fall from grace’, 
cutting the Indio’s ties from its historical development path, and presenting her with a 
damaged culture instead. “Ilustrados from Rizal to this day have lamented (the) apparent 
distortion of the Filipino mind ‘Born and brought up…in ignorance of our yesterday…lacking 
an authorative voice to speak of what we neither saw nor studied’—Rizal could not have 
better expressed the anxiety of being left to one’s own wits, unanchored in a stable past” (Ileto 
1998, 35). Hence, Rizal’s ethnographic studies; Bonifacio’s manifesto Ang Dapat ng mga 
Tagalog (“What the Tagalogs should know”); and Constantino’s attempts to attack the 
‘colonial mentality’. What follows from this perception is that realigning with the past and 
progressing into the future are one and the same process. It is not so much the past that is 
captured in negative terms; it is the present that is opposed to both an idealised past and 
future. Thus, while “’ethnic’ or ‘tribal’ communities…have been banished to the fringes of 
national space by the state’s political and economic policies at the same time that state-
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sponsored cultural projects have exoticized them as ‘authentic’ and ‘native’ Filipinos” (Hau 
2000, 271). In the past, there were genuine Filipinos, yet unaffected by the rot of colonialism; 
but then the Spanish came, and the Americans. It is this double colonialisation that has had 
such a profound impact, for the Americans were able to nurture a ‘colonial mentality’ under 
the guise of progress, while at the same time denouncing colonial mentalities, referring to 
Hispanisation310. Thus, one can find “the saga of scientific progress” which is inextricably 
linked to American domination (Ileto 1995), hand in hand with a construction of “lowland, 
‘Hispanized’ Philippine culture as debased and corrupt, effectively setting it apart from, and 
in conceptual opposition to, the Noble Savage culture of the highlanders in Mountain 
Province” (Cannel 1999, 6-9). The past, represented by the idea of the ‘Noble Savage’ is 
about people that were authentic, since they were yet uncultured. They were Filipino, but in 
the primordial sense only. The idealised past is much more like the original position in social 
contract theories than like a situation as in the Malay Annals; it is the situation before any 
kind of civil society and state emerged. The past is opposed to what one could call, analogous 
to debates about development and colonial relations, the ‘undercultured’ present. This contrast 
between the ‘pure savage’ and the corrupted Hispanicised lowland culture is reproduced in 
“the anthropological discussion (which) (though from a different motivation) has in fact 
tended to focus on—and thereby replicate the idea of—the same categories of society which 
attracted the American colonials; state or aristocratic systems on the one hand, and anti-state, 
‘tribal’ or ‘marginal’ communities on the other” (Cannel 1999, 245). It is reproduced in 
contemporary mystical movements as well, for which the present, “civil society is contrasted 
with the world of nature, a sacred world outside the hegemony of the state” (Quibuyen 1992, 
43) in order to evaluate the (negative) moral situation now. Progress, then, can only be 
achieved by making the step from undercultured to cultured, i.e. becoming authentic again 
through self-actualisation. Self-actualisation, however, means to develop along the lines of 
liberal, rational, universalist ideas of progress, freeing oneself of the regressive damaged 
culture in order to become truly Filipino in the primordial sense again. These kinds of ideas 
can quite literally be found in contemporary mystical movements, where they get spiritual 
connotations; “the past (Tradition) and the future (Redemption) become as one when 
contrasted with the present” (Quibuyen 1992, 45). It is what Joaquin writes about, in the 
citation with which this section started; Past and Future both offer identities—purely 
primordial and self-actualised primordial respectively—while the Present is rejected as a 
source of identity, since it only represents a ‘damaged culture’.  
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It is not difficult to read any counter-hegemonic tendencies in such a position, as it 
establishes an opposition to present civil society and the state. The milleniaristic movements 
Quibuyen (1992) describes act upon this opposition by attempting to step out of society 
through religion; “the present condition, history, is bound up with civil society. To be in 
historical time is to be inside civil society. Conversely, to be outside of civil society is to be in 
touch with the sacred, that condition of power when one is in touch with Eternity, when one 
has transcended historical time” (ibid, 45)311. Yet, as we have seen with regard to the Aquino 
era, the tendency to step out of the system is much more widespread than this, and often has a 
much more material character.  
Educating/Eliminating the Indio 
The ilustrado idea of reform through education, which would enable the masses to shake of 
the system created by Spanish colonialism, is very much related to their perspective as 
relative outsiders. Education, of course, always presupposes some kind of a master-student 
relationship. If the propagandists wanted to liberate the Filipino people through making them 
aware, it follows that they felt themselves being aware of things of which ordinary Filipinos 
lacked understanding. The fact that many of the propagandists had stayed abroad for 
considerable periods of time explains this. This experience made them simultaneously 
outsiders, possessing important knowledge not available inside the Philippines, and insiders; 
they considered themselves Filipinos. This experience is an important characteristic of Rizal’s 
work. Both Rizal and the Noli’s hero, Ibarra, have spent years in Europe when they return to 
the country, which they now see with new eyes. There is a strong similarity in their stories 
with the travelogues of Europeans visiting colonies, but with the twist that Rizal is no outsider 
(and neither is Ibarra). Still, ‘the people’ which it is supposed to be all about, are a people to 
which Rizal, like his characters Ibarra, or even Elias, do not genuinely belong. Like in 
travelogues, the people are only represented instead of presenting themselves. The stories are 
told from the liberal, rationalist perspective of the outsider. “What is, in fact, striking about 
the Noli is that even its “Filipino” content is not much different from the content of social 
novels written in other countries. For example, the similarity in plot and characters between 
the Noli and Doña Perfecta, a novel by Benito Perez Galdos, touted as Spain’s greatest writer 
in the nineteenth century, revolves principally around the dichotomy and conflict between the 
European, liberal, egalitarian spirit concentrated in and typified by the metropolis or Europe, 
and the traditionalist, reactionary spirit concentrated in and typified by the province, or, in 
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Rizal’s case, by colonial Philippines. Perez Galdo’s plea for the reintegration of Spain into the 
European rationalist vision of the world could very well have been Rizal’s” (Hau 2000, 79). 
To a certain extent, Rizal’s work is thus not especially Filipino, but could have been written 
by any other outsider. However, what makes Rizal’s work exciting is the fact that the 
outsiderism of Ibarra/Rizal is only relative. The dichotomy rational/cultured vs. 
provincial/backward thus turns into a mix of criticism and self-criticism, as Rizal is to a 
certain extent the ‘provincial’, or the ‘colonised’ himself. Rizal’s being Filipino gives him 
knowledge of the country and a sense of belonging that outsiders cannot have, thus 
complicating the universal ideas of freedom and transformation. The European is both the 
source of modernity and the source of repression that denies the Filipino this modernity. It 
nurtures the demand for progress and freedom “thus confirming the eternal laws of constant 
evolution, of change, or periodicity, of progress” (Rizal 1964, Political and Historical 
Writings, Manila: National Heroes Commission, cited in Hau 2000, 78), while doing 
everything to slow this process down. Rizal and other Propagandistas, on the other hand, 
sought to place the Indio in the centre of the course of universal progress, by educating and 
liberating the masses. Thus, the educated Filipino community was using its insider knowledge 
of its society to transform it into a (outsider-defined) modern place.  
Educating/Eliminating the Philippines 
There is a striking similarity between this attitude and the contemporary attitudes of 
technocrat intelligentsia, educated in foreign or the major Philippine universities, and seeking 
to reform Philippine society. The vision that society’s progress lies in the move away from the 
contemporary system and culture towards a universalistic concept of development is the same. 
The idea that it takes outsiders, people who have stepped out of the system and are well 
initiated in the cosmopolitan discourse, to act as agents of change is similar as well. 
Technocrats have effectively disembedded themselves from Philippine society and culture, 
allowing them the outsider perspective needed for change. In a way, these groups form 
intellectual enclaves within a swamp of problematic values and cultural notions; the 
“intelligentsia is impressive in that it speaks the language of the cosmopolite, or what is 
known today as the language of globalization…That is not just so because of a good 
knowledge of English but because of a good knowledge of developmentalese, or legalese, or 
organizationalese, entire languages unto themselves. NGOs are especially adept to them” (De 
Quiros 2001). They have left the regressive Philippine culture and entered the rational 
progressive civilisation of globalisation; “transnationalist Filipino technocrats increasingly 
shared a developmental vision for the Philippines in consonance with those of foreign 
advisors, as well as agreed on the continuing need to rely on outside experts and external 
monitoring of development programs” (Youngblood 1993, 30). Thus, they hook on to a global 
discourse of development, which exists of “whole network of enclaves (which) forms an 
interlinked world-system that is really a civilization. It has powerful methods of acculturation 
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and recruitment to build up a growing corps of people whose education and development is 
determined by the opportunities offered by the enclaves. Professional practice of finance 
people, engineers, architects, accountants, medical practitioners cater to the enclaves where 
alone their modes are applicable…These enclaves then represent the staging areas for the 
development model. Development is equated with projects to expand the production of these 
enclaves, replicate them in other areas” (Roxas 2000, 92). In many ways, the Propagandists 
could be seen as such technocrats avant-la-lettre; educated young men, initiated in the global 
discourse, denouncing and disembedded from the Philippine present, and seeking to trigger 
development along the lines of universal progress. 
Culture  
Between the Propagandistas and the technocrats, similar tendencies can be observed in 
the cultural sector. “The ‘new cultured Filipinos,’ it seems, are a breed apart from the mass of 
Filipinos. Their thought-processes are comprehensible only to themselves and their foreign 
models; they do not understand their people and the people in return regard their artistic and 
literary creations as objects of curiosity which neither affect their lives nor elevate their 
spirits. They do not speak the same language and do not have the same experiences” 
(Constantino 1970, 42)312.  
Thus, when Propagandistas, technocrats or ‘new cultured Filipinos’ criticise Philippine 
society and display the message of embedded failure, these are statements about Philippine 
society, rather than coming from Philippine society. Even though the message of Philippine 
failure is transmitted by Filipinos, the problematic Filipino is always the other, not oneself. 
Such statements are not meant to apply to the one who asserts them; the commentator is 
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 The tendency towards such dissociation can also be considered from the perspective of the Orientalist 
discourse. Although economy and politics in the Philippines is considered a matter of culture, traditions, and 
particularistic infighting, its position as a ‘bridge between East and West’ because of its endured exposure to the 
ideal of western society, makes that Filipinos are not quite as oriental as the rest of the region. They can certainly 
not be considered rational, universalistic, secular individuals capable of successful self-government, but Filipinos 
they are not steeped in a millennia-old, vast, unmoving culture either. Rather than that, the culture in which the 
failure of their country is embedded is the one brought to them by other less-than-rational people like Chinese, 
Malays, and Spanish. Additionally, Filipinos of course have learned some things (though clearly not everything) 
about the art of self-government from the Americans (Hedman and Sidel 2000, 141-2). As a result, the 
Philippines has also often been analytically classified in that middle category of societies that, although not 
entirely backward and traditional, are not nearly modern and rational either; Latin-America (ibid, 79). The 
alleged bridge-character of the Philippines also results in a typical twist with respect to a second aspect of 
Orientalism, the issue of representation. The essence of Orientalism is the fact that so-called ‘Orientals’ are 
always represented, but are never allowed to present themselves. In the debate about Philippine development, 
this idea is found back in the phenomenon of dissociation. As noted before, already in the 19th century, educated 
Filipino elites were studying Filipino natives as ‘the traditional other’. This phenomenon, of writing about 
Filipino society as a traditional, backward object from which one has escaped through better education, can be 
regarded as a specific form of the representation argument. Filipino’s are allowed to present the Philippines, but 
only after they have stepped outside the deemed oriental society, so that they can again represent the oriental. A 
Filipino must first stop being what is considered to be Filipino before (s)he may present him- or herself. This 
phenomenon can not only be found in the writing about the Philippines, but also for example in its democratic 
political institutions. The elitist, oligarchic character of Philippine democracy is reinforced by the idea that the 
oriental, traditional, non-rational masses cannot represent themselves but need to be represented by western-
educated elites (or need to be educated into equally rational actors).   
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different in important ways, being able to see the weaknesses of Philippine culture and of the 
common Filipino. It is always this common Filipino, and not oneself, who stands in the way 
of development with his or her traditional values, superstitions, and moral faults, and who 
needs to be extinguished, sometimes violently as the cases of the NPA or Marcos’ attempts to 
create a New Society demonstrate. To the well-meaning technocrat, the meddling politician 
representing the problematic Philippine political culture is the other that needs to be avoided, 
if not eliminated. The problematic culture is one to which the educated elites do not belong313.  
In this way, the typically negative depiction of present Philippine culture has its 
corollary in a positive attitude towards ‘not belonging’, a state which ilustrados, technocrats, 
and ‘new cultured Filipinos’ attained through education, but can be pursued more directly as 
well. The Philippines has historically been characterised by a large number of private armies 
and vigilante groups, as well as a widely (in some cases even government-) approved 
inclination to bring about justice on one’s own. The popular base for such tendencies is 
perhaps best illustrated by the popularity of the ephemeral ‘outlaw’ figure, people who, often 
violently, oppose the predatory forces of the system. Gangsters, pirates or bandits are often 
attributed Robin-Hood-like qualities or even magical powers (anting anting), and seen to 
establish a form of local justice that the corrupt state fails to provide (Sidel 1995, 153-6). The 
figure of Elias in the Noli of course serves as the archetypal outlaw hero, as, in another way 
does Cabesang Tales, who figures in the Noli as a man having a good life somewhere on an 
isolated mountain, but who in El Filibusterismo becomes a wretched criminal upon entering 
the society of the lowlands. Again, the outsider—either as Noble Savage or as cultured elite—
is placed in positive contrast with the present society (Quibuyen 1992), against which he is 
engaged in a justified struggle. This puts the violence with which Aquino saw herself 
confronted in a perspective. Although the private armies of big landlords may on first sight be 
of an entirely different nature than Robin Hood-type outlaws such as Elias, they share one 
important characteristic; an acceptance and even encouragement of breaking the state’s 
monopoly on violence and delivering justice314. On the one hand, the positive connotation of 
not belonging of course has to do with expected failure of the system to provide justice. In 
addition, however, the popularity of the outsider, or even outlaw, also has to do with the fact 
that “nowhere in the Third World…has a country received larger and more sustained doses of 
American antistatist ideology than the Philippines” (Hutchcroft 1998, 233). It is illustrative 
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 Often even literally: “there is a real sense in which Filipino elites live in an enclave society, insulated and 
isolated from the poor and the effects of poverty”, as fortified neighbourhoods like Forbes Park show (Clarke 
and Sison 2003, 230); also, the fact that two thirds of the Aquino administration owned US Green Cards shows 
the ambiguity of elites towards being part of Philippine society (Scott Thompson 1992, 34). Moreover, it used to 
be common for elites to pride themselves on being mestizo.  
314
 The difference becomes blurred in the figure of Joseph ‘Erap’ Estrada, who won the presidency in 1998. Erap 
was a former B-movie action star, usually playing the ephemeral outlaw figure, and his popularity had much to 
do to with references to such popular presentations. In spite of his stance as the swashbuckling hero who 
outsmarted formal state structures, his presidency revealed that this informal power was not used for delivering a 
Robin Hood type of justice, but simply for pursuing personal interests, to the extent that Erap eventually came to 
be charged with plunder.   
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how the violent death of Ninoy transformed him from someone who was part of the system, a 
trapo, into a symbol for change. As a columnist remarked “because (Aquino) was a politician, 
he may not have had the interests of the Filipino at heart; …he may not have loved his 
country and our people. I looked at his ashen face, the bullet wound, and the blood all over his 
shirt. No, Ninoy, I said to myself. I have no more doubts. You loved your country and your 
people. God be with you, always, wherever you may be.” (Ninez Cacho-Olivares, Mr. and 
Ms, 9 September 1983, cited in Ileto 1998, 168). By being killed by the state (as it was 
generally believed), Ninoy became the outsider fighting the system, rather than a politician. In 
death, Ninoy was part of the universal, liberating world of nature, opposed to pulítika. 
Power 
This tendency towards disembedding oneself can be traced back to power relations in- 
and outside the Philippines. For one thing, “on the external front, client relations with the 
United States seem to have insulated Philippine elites from any real sense of intrastate 
competition—competition that has often been the historic starting point for serious state-
building projects” (Hutchcroft 1998, 245). Power did not come from the domestic arena, but 
ultimately from one ties with the foreign world. This aspect is not limited to the period of U.S. 
dominance, though. As we have seen in the case of the ilustrados, these were also people that 
acquired their positions as leaders through their access to foreign education. This aspect may 
not have been unique for the Philippines, but it certainly was stronger there than in other 
places in Southeast Asia. “Education had always been a mark of the Filipino elite and barely a 
generation after the Pontifical University of Santo Tomas (UST) accepted its first Malay 
students in the middle of the nineteenth century, the Philippines had the most Westernized 
and cosmopolitan native elite in South-East Asia. During the 1860s, Jose Burgos and his 
generation of locally trained scholars had published ethnological studies of tribal Filipinos” 
(Pertierra 2000, 127). High rates of schooling continued during the twentieth century, and 
Filipino elites continued to pride themselves on the fact that the Philippines was (for a long 
time) the most modernised country in Southeast Asia, forming a bridge between East and 
West in the words of Imelda Marcos. To acquire education meant to leave the Filipino world, 
at least partly, and to enter the rational, modern (US) world. Sometimes this was even literally 
the case, as education provided a passport to professions overseas (Pertierra 2000, 127).  
An even more direct factor than education, the position of technocrats relied on their 
access to foreign institutions. During the Marcos years, one of the remarkable aspects of the 
position of technocrats “was that they had no obvious domestic constituency (aside perhaps 
from Marcos himself) and seemed more prone to represent the views of international lending 
institutions” (de Dios 1989, 5-6). Yet, they held, at least on first sight, important and central 
positions. An explanation for this curious phenomenon is that Marcos, and subsequent 
presidents, needed the support and funds of foreign institutions and investors, to which these 
technocrats could provide access (Fabella 1989, 96; Kang 2002, 75). Philippine technocrats 
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thus thanked their position to organisations like the IMF and World Bank, and could also 
exert the little power they had through such organisations; “during that time PIDS already 
existed, but we were producing policy-oriented studies. And the government of course at that 
time did not listen to our recommendations. But these were picked up by World Bank and 
IMF…The influence that we had was through the World Bank.” (Mario Lamberte, interview, 
July 2002); “to some extent that was the strategy for reforms among Filipinos at that time, 
essentially to use the IMF and World Bank conditionalities as a way of forcing the Marcos 
administration to make reforms” (Ponciano Intal, interview, July 2002). This external power 
base fuelled tendencies towards disembeddedness and negative depictions of the Philippine 
system, since “the IMF substitutes for the ideal capitalist state, that is, one which rises above 
the myopic interests of individual capitalists to set down the long-term requirements for 
capital accumulation. But by looking at the IMF, the state abdicates from its leadership role, 
and its political and institutional development is stunted. Moreover, the IMF remains an alien 
body, and the economic reforms it espouses have not been undertaken along with the creation 
of domestic institutions, political forces, and even cultural values that nurture such reforms on 
a long-term basis.” (Tiglao 1992, 85).  
The tendency to circumvent the system, characterised by its damaged culture, in order 
to come to a rational, non-particularistic and progressive development is one we have 
witnessed during the Aquino presidency time after time. Stepping out of the present system is 
considered the main way forward, a fundamental view shared by NPA, RAM putschists, 
Kabisig enthusiasts (if any), and dissociated bureaucrats alike. These tendencies fit in, and 
reproduce a much larger discourse of a corrupted present, contrasted with a pure, natural past 
and an equally pure, cultured future that can be traced back all the way to the time of the 
Philippine Revolution. Development exists in the elimination of the present, damaged culture, 
and in entering the realm of universal progress. When Aquino attempted to work around the 
problematic system by governing directly with and through ‘the people’, she reproduced these 
images and contrasts, with ‘The People’—whom nobody knew but were supposed to be 
represented by NGO’s—serving as contemporary version of the Noble Savage. The 
dissociation of the technocrat, the belief in the impossibility but desirability of immediate 
radical change, and the tendency to lament, if not attack, the Filipino for his moral faults, are 
thus all aspects of the same phenomenon. The idea that culture and Philippine characteristics 
are detrimental to development forces one to disembed oneself from Philippine structures, in 
order to be progressive. This disembedding at times goes as far as dissociating oneself not 
from the other as presented by another people, another group or another person, but from ‘the 
other’ part of one’s identity. When Senator Clare Recto argued that Filipino’s “are ashamed 
also of what characterizes us as Orientals, fearing that such traits are old-fashioned and 
backward” (Timberman 1991, 12), he addresses an apparent desire to eliminate certain part of 
one’s identity. The point that the negative other is very near is also evident in the ambivalent 
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way elites talk about elites: “(elites) subscribe to a popular discourse of elitism, which both 
asserts and challenges the social, political, and economic hegemony of a distinct class and 
status elite (although this discourse has been challenged by recent research. They attribute 
poverty to a range of political phenomena including the inequitable distribution of resources, 
the prevalence of corruption and the persistence of ‘traditional’ (semi-feudal or oligarchic) 
politics. They blame ‘the elite’ for these problems yet dissociate themselves from this elite” 
(Clarke and Sison 2003, 237). The problem for these elites is that ‘the oriental’, as the 
conceptual embodiment of the other, for Filipino (elites) is not a material other, in a strange 
and far-away country. Rather than that, it is the negative, other part of one’s own society, or 
even the dark side of one’s own identity; those elements that, even though being part of 
oneself, one defines one’s own identity against. The result is that, as Imelda Marcos has 
argued, many Filipinos feel they are “neither here nor there” (Timberman 1992, 14), and “fall 
between two stools” which is “a source of deep frustration to Philippine elites” (Golay 1973, 
514); the problem of identity Joaquin addresses. This theme, the desire to leave the ‘rotten 
structures’ of the present identity behind in order to come to a just, liberated, and progressive 
society is perhaps most forcibly being exposed in a work of fiction by F. Sionil Jose, The 
Pretenders. This novel describes one man’s—Antonio Samson— efforts at reforming and 
building a better society. After a long inner struggle, he concludes that he is unable resist his 
tendencies to join the system of repression, corruption and conservatism, holding back 
Filipinos and their society, being “woven into the finest threads of their minds and their flesh, 
inseparable and eternal as original sin”. Samson’s struggle finally ends in suicide; the ultimate 
disembedding.  
 
8.3. Culture, Politics or Economy? Images and their Impact 
The reforms expected from Aquino were certainly part of a discourse about change and the 
need for change, going back a long way. The main elements of this story are a feeling that 
contemporary Philippine society is fundamentally problematic; that the pre-colonial past 
represents a ‘paradise lost’; and that breaking away from the problematic particulars of the 
present is the route to progress. However, such revolutionary change—something to take 
pride in—is almost bound to fail, as the regressive structures of the present always succeed in 
defusing the explosive content of the revolution. With some slight variations, this story has 
been reproduced in the discussion about Aquino’s achievements.  
We know how the story ends; Aquino failed, the revolution has been betrayed again. 
Although it might successfully been argued that this attributed failure is at least a bit of an 
overstatement, it is clear that the economic reforms in the Philippines have not been the kind 
of success that they seem to have been in for example Malaysia. The question that we will 
need to take up therefore is whether the representations discussed here can offer an 
explanation for this relatively dismal performance. That question requires us to first take the 
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discussion to a more analytical level, by addressing the role of the categories of culture, 
politics and economy in the discourse. Subsequently, we will turn our attention to the impact 
of the use of these categories on Aquino’s reform project.  
A. REIFIED FUTURE, DISCURSIVE PRESENT 
A first observation is the particular perception of culture exhibited in writing about 
Philippine development. Culture, as has been shown, is either presented as ‘damaged’, or as a 
goal, something to be attained; culture as ‘cultured’. The interesting thing is that it is only in 
the first case that culture is considered to refer to things specifically Filipino, and it fits the 
category of essentialism. In the latter case, however—culture as civilisation—it encompasses 
a perceived to be universal set of progressive knowledge and values. Thus, it could be argued 
that the future is being reified. The technocrat’s or legalist perception of the desirable 
objectives for Philippine development is very much positioned out of time and place; these 
are objective strategies and goals that apply to any society at any point in time. The goal is 
liberation, progress, education, material betterment; the means to achieve all that are known, 
although not always to all Filipinos. Therefore, education is the answer; initiating the 
common Filipino into the truth. Such attitudes are most clear when it comes to economic 
development. With regard to the narrowly defined field of economic policies, a first thing to 
be observed is that in the eyes of technocrats, these subjects were narrowly defined—all 
problems, even the downfall of Marcos were attributed to economic mismanagement. 
Secondly, the solutions to such problems came straight from the textbooks employed by the 
IMF/World Bank. The only thing needed was to convince industrialists and an irrational 
labour movement of the objective need for liberalisation and privatisation. Moreover, such 
solutions needed to be kept away from social and political considerations as much as possible.  
This reification of the solution and the desired future state probably can be related to 
the positions of various key agents in the Philippine social structure. Technocrats, for 
example, to a large extent relied on their access to the international discourse for their power, 
much in the same way as traditional elites had used their access to the international ‘cultured 
world’ to entrench their position.  
Although this reification suppressed debate about what needed to be done and 
supported existing power distributions, it had a problematic side. The universality of the 
solution has as a corollary that the contextual is the problem. The constructed opposition 
between what is right and what is now creates a rather difficult perception of the present.  
Present    
Depictions of the present are more complex. On one level, the stories about the 
problematic nature of Philippine society, which is historically and culturally determined, can 
be seen as examples of essentialisation. The problems of society are translated as being 
typically Filipino, “woven into the finest threads of their minds and their flesh, inseparable 
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and eternal as original sin” as Sionil Jose aptly put it, and that is why change is so hard to 
come by. This is certainly true; Leticia Shahani’s depiction of the Philippines as a sick nation 
in need of a moral recovery, the recurring negativity in almost any account of Philippine 
history in the twentieth century, and the willingness to hook on to a revolutionary discourse 
all contribute to that. There is the constant reminder that the problems of the Philippines are 
somehow embedded in a damaged culture, a peculiar state following from four centuries of 
colonialism, and are deeply woven into the fabric of Filipino minds, society, and political-
economic structures. A major consequence of such ideas is that it causes a kind of fatalism at 
times, but more usually a downright hostility towards the self, i.e. towards the Filipino aspect 
of society. Thus, “nationalist consciousness has proven decidedly ambivalent about idealised 
(or self-abnegatory) myths of Filipino origins, irreverent towards the Great Men of Philippine 
History, non-essentialist in its treatment of Filipino identity, and artfully critical (and slyly 
self-critical) in its appropriation of foreign influences.  …The vibrant nationalist 
consciousness and sentiment in evidence today appear to have crystallised not around a strong 
attachment to ‘The Philippines’ as a geographical entity or as a nation-State, but rather 
through the creative construction and self-conscious celebration of what it means to be 
‘Filipino’, not in terms of some innate essence, but in terms of shared lived experience” 
(Hedman and Sidel 2000, 158). The shared lived experience that, according to Hedman and 
Sidel, binds Filipino’s is not a very positive one as one can derive from widespread perception 
of the Philippines “as a much maligned country, victimized by outside forces of 
postcolonialism as well as inside forces of corruption and plunder” (Roces 2000, 163). Thus, 
the shared living experience of Filipinos is the one of having to bear the corruption, plunder, 
inequality, mismanagement and exploitation that Philippine life entails; it is the unity 
resulting from having a common enemy in the form of the state, elite structures, or colonial 
powers. In this respect, one can observe in Filipinos a ‘sense of mass national victimhood’ 
(Lachica 1996). Mass migration is common; it seems that, given the deep roots of the 
regressive and oppressive structures, for the Filipino there is nothing else to do but leave.  
However, this reaction to this essentialism points out that there is another side to the 
presentation of the present. If Filipino tradition and culture lie at the roots of the 
developmental failure because of their regressive and stagnatory character, one would expect 
not even attempts at reform and good governance to take place. After all, the archetypal 
indolent, corrupt, self-interested, familist Filipino has no reason to be interested in the 
progress or development of the nation in the first place. Yet, many of the frustrated voices 
lamenting the flawed Filipino character come from Filipinos themselves, apparently seeking 
reforms. If poverty and inequality are indeed “stably embedded in Philippine social norms” 
(Clarke and Sison 2003, 223), one would not expect significant efforts by Filipinos to change 
them. Yet, the twentieth century was witness to various ‘leftist’ insurgencies in the 
Philippines, such as the Sakdalista revolt in the 1930s, the Huk rebellion in the 1950s, and the 
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struggle of the NPA in the 1970s-80s. Finally, if Filipinos are lazy and lack self-reflexivity, as 
the Senate report argues, they would not be inclined to contemplate and write about their 
moral qualities at length (Pertierra 2000, 132-33). Yet, an entire Senate inquiry about the 
moral state of the nation has been carried out, and Philippine bookstores are full of material 
on this subject.  
These paradoxes point out that the traditional, cultural, and backward Filipino, who is 
so resistant to change and is an impediment to progress, is not universally accepted as 
Philippine identity. In fact, not only is there an apparently deep-rooted tendency to ‘lament’, 
the Philippines also has a long tradition of revolution. While some people might fall back into 
a kind of fatalism, many continue to strive for radical change. Often, these revolutions take 
the form of an armed rebellion. But even more common—and in the cases of armed rebellion, 
accompanying these—are the attempts to ignite a revolution of the mind. Here we can see the 
pedagogical discourse of change returning. First, the truth must be known, then action follows 
automatically. The point is that whereas Philippine society, with all its flaws, is on the one 
hand essentialised by claiming that all the problematic aspects are somehow traditional and 
typically Filipino; on the other hand, this damaged culture always only exists as an 
essentialised culture for the other. The recurrent message is that other Filipinos hold 
regressive values, and consider them part of their identity. The intelligentsia, proclaiming that 
message, however, know better themselves, being aware that this supposed culture is not 
genuine, but a remnant of a colonial system of oppression. To the nationalist, Philippine 
identity is something positive. The only problem is that nobody is aware of this true identity, 
and is being deceived by the essentialised structures; the solution is the replacement of this 
false, oppressive identity by the truly Filipino, liberating one.     
From this perspective, the main characteristic of the presentation of Philippine society 
and identity is not so much essentialism, but discursivity. Thus, when culture is used as an 
explanation of continuity in structures, it is either applied as a kind of ‘false consciousness’ 
which should be eradicated (the damaged culture), or invoked as something that Filipinos do 
not have (the original Filipino culture/the cultured culture). ‘Culture’ is indeed a much-
applied term, but it is “the question of culture (that) is central to the nationalist debate over the 
continuing impact of colonialism in Philippine everyday life. Filipino culture itself is 
theorized, not least by some Filipinos themselves, as being tainted by the Philippines’ colonial 
history and aftermath.” (Hau 2000, 100, emphasis added). One can observe a “nationalist 
discursive project” (ibid, 127) of recovering the indigenous perspective, a project 
interrogating the contributions of colonialism to the formation of Filipino national identity. 
The constant attempts to bring about mental and moral changes in the Philippines should be 
seen in this perspective. They are attempts to make the oppressive character of the structures 
of Philippine society discursive, so that emancipatory changes in these structures can occur. 
One of the most clear and important examples of counter-hegemonic movements that actually 
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conceived of itself in such pedagogical terms is the so-called First Quarter Storm, a series of 
mass demonstrations, spearheaded by students, against the government during Marcos’s 
second term. According to reporter José F. Lacaba, “the students themselves would insist that 
the revolution they were waging was primarily a cultural revolution, and in the days that 
followed they made clear what that was all about. In demo after demo, in ‘people’s congress’ 
and ‘people’s march’, the militants would bring their cause to the people, explaining the 
issues and problems that they felt needed to be known. The aim was to ‘politicize the masses’, 
to awaken them to the truth of their social condition, to make them aware of their own history 
and the roots of their current misery, which decades of brainwashing and historical distortion 
had blotted out of the national consciousness” (Lacaba cited in Hau 2000, 26). The call was 
“for a ‘cultural revolution’ and a ‘mass culture’ (versus the feudal elite culture)” (Fernandez 
1989, 492). 
These instances point to a constant awareness—and a willingness to make others 
aware—of the fact that the problems, the inequality, and the stagnation of the Philippines 
have to do with a culture and system that has been imposed on the Philippines by oppressive 
powers. This culture keeps the problems intact; but that is by no means an inevitable situation. 
Culture is considered to be alterable, albeit only through fundamental, revolutionary reform, 
bringing down all structures of the present simultaneously. Instead of accepting structures as 
essentialised culture, there is a focus on their oppressive content and a desire for structural 
change. Thus, one can hear social activist Sionil Jose exclaiming: “I want change, instability 
and this instability I want for my country is the harbinger of justice. To put it another way, it 
seems to me that the imperial order wants, for us who are poor, the peace and stability of the 
cemetery. Lenin asked, “What is to be done?” I would rather that we ask, “What is to be 
undone?” (Sionil José 1999, 39-40). This ‘will to change’ is very deeply rooted in the 
Philippines, and it is generally translated, as Sionil Jose does here, as a will to undo; to 
liberate society from the regressive structures that are imposed on it. All in all, there is a 
strong discursive awareness of the structures of inequality governing the Philippines.  
This discursivity shows even more clearly, however, in the fact that social activists of 
any kind seek to embed any new liberating system in culture and myths as well, just as the 
current oppressive system is embedded in culture. Change is not only a matter of undoing; it 
is also a matter of inventing new myths and new traditions that are not oppressive. As Sionil 
Jose states, “I would like to see history written from the perspective of those who are the 
masa—not from those of the upper classes” (Sionil Jose 1999, 69). In order to achieve this, he 
asks “Who will then create the myths, the soul, the spirit with which a new nation will be 
shaped? It is here, of course, where the Filipino artists, the Filipino writers—as creators of 






Less radical actors reproduce the same message. Consider for example the discussions 
about cultural policies under Aquino. These discussions were fuelled by the perception that 
Marcos had used arts, media and other cultural forms to stifle dissent and perpetuate his 
regime (Aquino 1987a). Imelda Marcos had assumed a position as patroness of culture 
(culture was a woman’s job traditionally). However, to the Marcos regime, culture meant high 
western culture; ethnic and folk cultures were ignored and suppressed. The Aquino 
government recognised and announced to change this, as it wanted to undo anything Marcos 
had done. On 19 March 1986, the Alliance of Artists for the Creation of a Ministry of Culture 
(AACMC) wrote Aquino a letter, in which they proposed a Ministry that would: “1) ensure 
freedom of expression, and 2) to develop a true Filipino people’s culture which shall be 
nonpartisan, multicultural, pluralistic, liberative, and democratic”. This initiative was 
followed up by the PCCA Tentative Plan of 1987, which recommends, among other things, 
decentralisation, and national and international actions on cultural rights. It asserts that these 
rights should be taught, in combination with an awareness campaign about cultural heritage. 
This plan, in turn, provided the basis for the report “Philosophy of Culture” of the Cultural 
Center of the Philippines, which devotes an entire section on ‘Culture as Human Right, 
Preservation of the Filipino Heritage’, and sections on culture by and for the people. This 
report puts down some principles:  
 
“In conserving, preserving, protecting and promoting the collective memory and consciousness of its 
peoples, the State envisions the full-flowering of Filipino creativity and the fulfilment of a Filipino culture which 
shall be:  
1) Independent, in the sense that it shall be free of those political and economic structures which inhibit 
cultural sovereignty and shall assert a national identity which draws from our strength as a people: 
2) Equitable, in the sense that it shall effectively distribute cultural opportunities, correcting the imbalance 
that has long prejudiced the poor who have the least opportunities for cultural development and 
educational growth 
3) Dynamic… 
4) Progressive, in the sense that it shall develop the vast potential of every Filipino as a responsible change 
agent of his society who, in unity with other citizens, can achieve goals hitherto deemed impossible 
Humanistic, in the sense that it shall ensure the freedom and creativity of the human spirit in a world 
increasingly dominated by machines”  
(Cultural Center of the Philippines, 20 October 1987, cited in Fernandez 1989, 498).  
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The interesting aspect of the debate about culture (in the sense of arts, but also in the 
sense of indigenous cultures) is that it is entirely politicised. There is nothing here about 
quality or direction; the definition of ‘good culture’ speaking from this letter, plan and report, 
is entirely without content. The only thing the whole discussion is about is the need to create a 
culture that is not instrumental in maintaining structures of inequality. As in the remarks of 
Sionil Jose, this debate demonstrates a heightened awareness of the function of the concept 
‘culture’, in terms of supporting hegemonic structures by disguising them as somehow 
natural. This awareness is the motivation for the expressed desire to build a culture that is 
democratic, decentralised, and liberating; in other words, a culture that does not oppress.  
An earlier symptom of the awareness of the connection between the concept culture 
and structures of inequality is the nationalist stance towards the Catholic Church. Starting 
with the Propaganda Movement, nationalists and liberals exhibited a long intellectual and 
anti-clerical tradition. Rizal and other propagandists had been freemasons; the Katipunan had 
been organised as a freemason’s lodge initially. Nationalists, denouncing the Hispanic 
influence in Philippine culture, were usually vehemently opposed to Catholicism playing a 
role in politics. The spectre of the frailocracy had never been completely subdued. Catholics 
“insist on dragging their religion into politics. They don’t know when to stop being Catholics; 
that is their trouble. They are so stupid or stubborn that they want to be Catholics always and 
everywhere, even when they are voting or running for office” (Fransisco ‘Soc’ Rodrigo, 
1957)315. Thus, Catholicism was deemed a regressive force in Philippine society, keeping it 
from the path of rational progress. 
B. THE CONSEQUENCES OF DISCURSIVITY 
The discursivity discussed here has several important implications. First of all, it tends to 
negate all claims of inevitability of social and political-economic structures. By constantly 
challenging Filipino culture, by perceiving culture primarily as a means of disguising 
oppression, there remains very little in Filipino society that one could claim to be so ‘because 
we are Filipino’. Even if such claims are made—and the actual words are not uncommon—it 
is not with a sense of inevitability, let alone positive connotations, but more as a (self-
)mockery. It is clear to everyone that the institutions of Philippine society hold it back; it is 
clear that these institutions benefit elites and former colonial powers. It is also clear that these 
institutions, even if they are playfully acted upon, are not really Filipino anyway, are 
reproduced only to please the prejudiced observer, and should/could be changed any time. 
The result is a society in which anything is contingent, rules are reduced to options that can 
only be enforced by physical coercion, and nothing is self-evident.   
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 It should be noted that Fransisco Rodrigo spoke these words in attack of the nationalists position described 
here, advocating a role for religion in politics.  
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Secondly, the awareness of the political character of social institutions, and of the 
fundamental connection between inequality and cultural notions, makes that any attempt at 
change must be comprehensive in order to succeed. Earlier revolutions have failed, because 
they failed to see the big picture: “the movement from particular to universal is held to be the 
necessary goal of any program of struggle for social and political change, since exclusive 
emphasis on the people’s localized struggle cannot properly nor successfully combat 
hegemonic power” (Hau 2000, 219). The big picture is that first, one has to know the truth, 
the whole truth and nothing but the truth, before one can successfully act and reform society. 
This “ideology…presupposes an impossible situation in which the subject determines the 
‘whole’ truth before proceeding to act on this truth. This ‘complete’ knowledge, moreover, is 
often defined, erroneously I think, as the gateway to a freedom that is characterized as the 
complete transcendence of the historical and material conditions of knowledge and action” 
(ibid, 46). The comprehensiveness of the Aquino reform project should be seen in this 
perspective. It was to cover ownership structures, economic policy regimes, structures of 
government, constitutional reform, and moral and spiritual change all at the same time. The 
general perception was that only through reforming all these things simultaneously one could 
genuinely address the structures that had been holding back the Philippines for decades. The 
sky-high ambition thus initially attributed to the Aquino government contrasts with the 
eventual results; just like the apparent ‘fetish’ with change, reform and revolution in general 
contrasts with the continuity of structures over the years. But these contrasts actually make 
sense; for one thing, the idea that change shall be comprehensive or shall not be at all is 
reproduced by each subsequent failure. In addition, the radical and broad character of planned 
reform projects may very well contribute to their apparent lack of results. This self-validating 
character is perhaps the most serious problem of the discourse.  
The problem of self-fulfilling failure arises because both effects of discursivity 
discussed here tend to augment the perception of institutional instability. Even if very little 
changes in effect, planned changes are presented as fundamentally opposed to a status quo 
that is deemed contingent and oppressive already anyway. The constructed and enhanced 
opposition between solution and current state—in part a consequence of the technocratic, 
reified approach to the Philippines’ development—exaggerates changes rather than disguises 
or facilitates them. The end result is that, while proposed changes fail to come through 
because they are too ambitious, there is very little left of certainty.  
The contrast with Malaysia’s reforms is illuminating in this respect. Portraying a 
desired situation as traditional and proclaiming tradition to be something positive, as has been 
done in Malaysia, can strengthen a society’s roots in a historical past. Such deep roots in 
history can serve to add stability to a society’s institutional framework, both because 
genuinely new changes are deemed relatively small compared to the degree of historical 
continuity, and because changes can often be presented as restorations rather than inventions. 
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The problem of institutional change—that institutional change harms the stability and 
predictability that institutions require—is therefore checked by such a form of traditionalism. 
The resulting ability of Malaysian society to be responsive to changes without creating 
instability is probably an important factor in its development.  
Portraying the status quo as problematic and as a long-standing damaged culture, as 
has been done in the Philippines, only enhances the problematic character of institutional 
change. For one thing, it encourages people to break the rules, because of an awareness of the 
contingent and disadvantageous nature of these rules. The consequence is a pattern of erosion 
of institutional structures, coupled with high costs of enforcement. The difficulties with 
eradicating crime and corruption, which to a certain extent can be seen as dissociation from 
the system similar to technocratic governance, are illustrative in this respect. A more indirect 
example is the constitutional limit of presidential tenure to one term. This provision clearly 
follows from a distrust of the political system, and a rather radical attempt to enforce good 
governance by preventing abuse of power. However, the consequence of such a provision is 
that any president is hardly accountable, since (s)he cannot be re-elected anyway. Especially 
in absence of institutionalised political parties, such a provision only encourages tendencies to 
grab what one can while one still is in power, as Estrada’s presidency illustrates. These 
examples illustrate how the failure of the Philippines becomes a self-validating story, since 
people tend to act upon this story by withdrawing support for Philippine institutions.  
In another way, the negative representation of the Philippines is self-fulfilling because 
the message that the current situation is the same as it has been for decades and is deeply 
embedded in socio-cultural structures almost rules out the possibility of gradual change. 
Change must be a radical break with the past and a step away from the society that exists now. 
The consequence is the recurring cycle in the Philippines of revolutionary attempts to 
completely restructure society by breaking all ties with the past, which will at once propel 
Filipino society into the group of developed nations or, in more recent versions, the NIC’s, 
followed by disappointment and dissatisfaction with government, bureaucracy and 
institutions. Such has been the story of the People’s Power revolution bringing Aquino to 
power, but also of EDSA II and, probably even more so, of Marcos’ publicised ‘Revolution 
from the Centre’ when he proclaimed martial law. Marcos also illustrates another 
consequence of this impossibility of gradual change. The idea of a problematic political 
system that is so strong and deeply embedded in history, as said, makes any change short of 
revolution untenable. For revolution, however, one needs a reformer who is strong enough 
and with sufficient politically savvy to take on the system. Aquino did not fit this picture; she 
was a simple housewife in a pool of trapos, hence her failure is forgiven. Marcos, on the other 
hand, was: the strongman or supertrapo needed in the Philippine context. Thus, the discourse 




Discursively portraying the Philippines as a historical failure adds to the country’s 
continuing failure to bring about successful reforms, because it denies culture its soothing 
role. The perceived stability created by traditionalism ironically facilitates changes, by 
disguising them and embedding them in a wider context that is deemed stable. Reification can 
only to a certain extent perform that function. This point can be illustrated with the fate of the 
1987 constitution. In theory, this constitution, by including many specific policies, could be a 
form of de-politicisation as well. It adds a sense of stability because the changes it 
incorporates are part of an established package of policies, which renders policy decisions 
technical affairs only. However, in contrast with embeddedness in culture, embeddedness of 
policies in a constitution lacks the flexibility of rewriting history. Whereas culture can be 
reinterpreted, a constitution is a formal charter that is written down. It follows that any change 
in the constitution is bound to be discursively discussed and tends to negate its constitutional 
character. Changing a constitution entails a discursive break in beds, whereas changing a 
culture through rewriting history entails a non-discursive shift of beds.  This aspect of 
embedding politics in constitutionality is apparent in the discussions about constitutional 
changes in the 1990s. Although very few people were satisfied with the 1987 constitution, it 
was widely felt that changing it was not an option either because the very essence of a 
constitution is that it cannot be changed at will, and because the proposed changes were 
feared to be a political ploy of the ruling elite, notably Ramos, who allegedly sought to stay in 
power. Discursive awareness of these issues thus prevented a probably necessary change of 
structures.  
Conclusion 
Having described the stories about the reforms under Aquino in the previous chapter, in this 
chapter I sought to identify consistent themes in these stories, and in the larger stories of 
Philippine development. It has been argued that such themes are the negative present, the 
inability of change within the system, and a discourse of withdrawal from the system in order 
to change—revolutionary or otherwise.   
As in the case of Malaysia, these images can be retraced to political economic 
considerations. With regard to the Aquino reforms specifically, it has been argued that 
depicting herself as a weak president actually supported Aquino’s position. The negative 
portrayal of the present and the hooking on to a revolutionary discourse that can be witnessed 
in the struggle about ownership of EDSA were even more clearly part of political strategies to 
enhance legitimacy. More fundamentally, the fact that indigenous intellectuals—whether the 
Propagandistas of the 19the century or the technocrats of the past few decades—relied on 
their access to foreign discourses and knowledge as their power base, enhanced the tendency 
to write about the Philippines as the negative other, while dissociating themselves from this 
system. On an even higher level, Orientalism plays a role in these representations as well of 
course. These political-economic backgrounds should be taken into account when confronting 
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Philippine development, since theories and policy recommendations that do not take these 
aspects of power into account are likely to unconsciously and perhaps unwillingly support 
specific interests in a society’s political economy. The technocratic, blueprint-style analysis 
put forth by foreign institutions such as the IMF should be seen in this perspective. They 
support tendencies at dissociation and thereby hindered institutional development, resulting in 
a discourse and power constellation that has not been very conducive to development. 
Additionally, such technocratic analysis proved to be rather ineffective, because by presenting 
such a discourse foreign institutions automatically aligned themselves with Philippine 
technocrats, which formed a group that lacked real power. What this shows is that the 
problem that references to culture reflect power structures cannot be solved simply by 
ignoring the cultural context completely either. By going by on issues like values, social 
structures and traditions, foreign institutions actually fall in line with and support the long 
standing tendency at dissociation and the story of the Philippine failure. Neutrality is not an 
option.  
The foreign power base of intellectuals and other elites and the associated tendency 
towards dissociation from the system make that culture and tradition in the Philippines do not 
have the positive connotation they have in Malaysia. Nothing of the kind of Asian Values can 
be found here; culture is damaged, something oppressive and holding society back; something 
to break away from. There is, by implication, none of the essentialised legitimisation of 
unequal structures associated with culture in Malaysia. In this sense, Philippine society can be 
called more democratic. The price for this discursive awareness is high, however. Where in 
the Chapter 4 it has been argued that some degree of lack of knowledge is required for 
structures to function as stable institutions, it is this veil which is absent in the discourse about 
Philippine development. The consequence is a strong perceived institutional instability, and a 
society without the accepted rules and conventions that potentially empower people. Although 
empowerment of the people has been awarded a great role in Philippine development 
discourses, the tendency to translate this empowerment project as undoing rather than creating 
institutional structures tends to leave people with very little social resources. As a 
consequence, social power is limited, and physical coercion plays an important role. Almonte 
has a point when saying that “in the developing countries, the more likely alternative to the 
strong state is not totalitarianism but society’s relapse into anarchy. The real danger in the 
poor country is not of the state controlling everything but of the state controlling nothing—so 
that people are forced to live as if every man’s hand were raised against every man” (Almonte 
1996, 18)316. Both this erosion of social structures and the increased perception of institutional 
instability render effective governance and institutional reform difficult. In this sense, the 
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 Even though equating a strong and stable social system—the real point—with a strong state is probably too 
simplistic. Moreover, historically, a strong state is too often mistaken for a state exhibiting strong repression of 
its subjects. The point, however, is precisely the opposite; there is a need for more social power to replace 
physical coercion.  
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image of the Philippines as a historical failure with a damaged culture has contributed to the 
institutional uncertainty and stagnation one can witness in the past century.  
To conclude, then, the attributed role of culture in the alleged absence of development 
in the Philippines has been an important factor in the lack of success of reforms. As in the 
case of Malaysia, however, the impact of culture lies not so much in the influence of a set of 
values and ideas that is called culture, but rather in the influence of the idea itself that culture 
plays a role. In this respect, confronting these issues from the point of view of power provides 
the most fruitful angle of analysis. Images of culture and its impact should not be taken for 
granted, but should be questioned from their effect on power and power distributions. By 
passing such reflection is not only ‘missing a bit’; it is to unwittingly reproduce the structures 
one seeks to investigate. There is no alternative for a theory that explicitly takes structuration 
and power distributions into account, and treats culture, social structures, and economic 
development in a genuinely dynamic manner.  
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Appendix: Main Events in Philippine History (1872-2001) 
1872  Rebellion in Cavite Province 
Execution of José Burgos, Mariano Gomez, and Jacinto Zamora; many ilustrados exiled 
1886 Noli Me Tangere published 
1891  El Filibusterismo published  
1892 Rizal returns to Philippines 
Liga Filipina established 
Katipunan founded  
1896 Bonifacio announces Revolution 
Rizal executed 
1897  Aguinaldo takes over leadership of revolution: Bonifacio executed 
1898  Spanish-American War 
First Philippine Republic 
1899 American Sovereignty over Philippines declared 
1901 Aguinaldo surrenders to US 
1935  Commonwealth Constitution; Manuel Quezon president 
1942  Japanese occupation 
1946  Manuel Roxas inaugurated as president of independent Philippines. 
1953  Ramon Magsaysay elected; manages to end Huk rebellion in his term. 
1965 Ferdinand Marcos elected 
1969 Ferdinand Marcos first president to be re-elected 
1971  Suspension of writ of Habeas Corpus 
1972  Declaration of Martial Law 
1973  New Constitution implemented 
1979  Second Oil Shock 
1980  Trade Liberalization Program under a World Bank structural adjustment loan 
1981  Lifting of Martial Law 
1983  Assassination of Benigno Aquino Jr.  
BOP crisis 
1984  Holding of massive demonstrations with for the first time the participation of the urban middle 
class and business community 
1985 Snap elections announced: Aquino and Laurel present unified opposition ticket 
1986  EDSA 1 People Power Revolution  
Corazon Aquino’s assumption of power  
Temporary Freedom Constitution: ConCom established to draft final Constitution  
July and November coup attempts 
1987  January Mendiola Massacre  
February Constitution approved in plebiscite  
May Congressional Elections  
August coup attempt 
1988  CARL approved 
1989  Nearly successful December coup attempt 
1990  Gulf War and oil price increase June Kabisig movement announced  
1991  BOP crisis 
1991  Local Government Code approved 
1992  Election of Fidel Ramos 
1997  Asian Currency Crisis 
1998  Election of Joseph Estrada 
2001  EDSA 2; Presidency of Gloria Macagapal-Arroyo 
 
 352 
9  Conclusions and Discussion 
9.1. The Research Project 
This project has investigated the meaning of the idea and social structure ‘embeddedness’. It 
has argued that the idea of that the economy is somehow embedded in its social and 
historical-cultural context has gained in popularity among economists in recent decades. This 
idea has structured the act of research and theory development, as well as economic policy 
and behaviour. History and culture have been invoked in economic actions and ideas with 
increasing frequency. Embeddedness—as the knowing-constituting of society, such that the 
economy is something distinguishable but not separated from the social, the political, or the 
cultural—thus has gained ground in economics. 
In the light of the evolution of 20th century economics, which had grown increasingly 
monolithic after the Second World War, this is a significant development. For various reasons 
that will not be explored here (see for example Morgan and Rutherford 1998), economics had 
turned into a technical discipline, characterised by increasing monism. The increasingly 
common understanding of economic science, first formulated by Lionel Robbins in 1932, 
which more or less equated the scientific discipline with the dominant (neoclassical) theory, 
helped in this matter. On basis of such an interpretation of what economics was about, anyone 
disagreeing with the fundamental ideas of neoclassical theory could be ignored on account of 
being not an economist317. This is perhaps part of the reason why criticism from the sides of 
more institutional and behavioural-oriented researchers only came to be recognised when it 
had been translated in the terms of neoclassical economics. As Krugman (1995) remarked in 
his expose on new economic geography with respect to development economists’ ideas about 
vicious circles and the need for a Big Push, economics tends to start paying attention only 
when ideas can be translated in formal models. Similarly, for economics to take the social 
context seriously in their theories, it took a new institutional economics to be born; a sub-
discipline explicitly building on neoclassical principles, meanwhile (unwillingly) eroding 
many of these principles step-by-step.  
New institutional economics has rapidly made inroads into economic theory, growing 
from a marginal sub-discipline studied by economists who did not quite belong into a 
respected part of the mainstream. In contrast to its increasing popularity, theoretical 
development of the new institutionalism has arguably followed a much more hesitant path. 
Caught between the desire to stay in the neoclassical mould and the demands posed by the 
theoretical difficulties run into, new institutional economics has tended to take in a 
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 Conlisk (1996, 686) argues that this argument cannot be used to dismiss ideas of bounded rationality, since 
this involves scarcity of human cognition and hence belongs to the subject of economics. The point is correct, 
but it only applies because, as has been argued here, bounded rationality reproduces economic rationality as a 
standard. In other words, Conlisk’s point supports the thesis that the definition of economics in terms of scarcity 
shielded it from critique of its model until new institutionalism succeeded in formulating this critique in terms 
reproducing the core of the model.   
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compromising stance in the form of a not-quite-neoclassicism. Often, it can be argued, this 
has gone at the expense of theoretical consistency. Bounded rationality, subjective but 
potentially true models, or perfect markets cum transaction costs are examples of such 
intermediate positions fraught with difficulties. The importance of new institutional 
economics should therefore perhaps not be sought in the answers it gives, but in the questions 
it asks. For the first time in a long period, economics again pays attention to socially relevant 
issues like the emergence of the market economy, historical divergence, and the political and 
social aspects of economic development. Focusing on the context in which economic 
developments take place, new institutional economics has put ideas of embeddedness firmly 
on the agenda of economic theory. This in itself is a major development.  
At the same time, ideas of embeddedness have grown popular in other fields of 
research as well. The debate about East Asian development in particular proved a fertile 
breeding ground for ideas about connections between culture and economy. More recently, 
however—especially since the 1997 financial crisis wreaked havoc in many of the former 
‘miracle’ economies—researchers and commentators have tended to move away from ideas of 
cultural embeddedness. Lack of theoretical specificity and empirical grounding, and a 
growing awareness that, in dealing with culture, all is not what it seems are in part responsible 
for that. This contrast makes the increasing popularity of ideas of embeddedness within 
economics a phenomenon worth investigating. In this research project, the origins and 
meanings of ideas of embeddedness have therefore been scrutinised in more detail, in order to 
come up with a deeper, more reflexive theory. 
The project has taken a position that perhaps could be labelled rather radical by some, 
in taking theory and empirical cases as basically equal ‘stories about the social world’. It has 
investigated new institutional economics as an embedding project similar to the embedding of 
economy in Malay tradition during the Mahathir reign, or the dis-embedding by Philippine 
technocrats. Iterative reflection on between these ‘projects’, or instances of embedding, has 
provided insights about the meaning of embedding. Theory has not only the position to say 
something about empirical cases; insights about empirical cases apply to the act of writing 
theory as well, providing grounds for reflection and reflexivity, and making the research 
project self-referential. Empirical case-studies have not only been input to theory 
development, but the stories told here serve as ‘theoretical framework’ from which to address 
theory, just like theory is such a framework for confronting empirical cases. From such a 
reflexive, self-referential spiral, a structure for reflection emerged that formed the heart of this 
book (Chapters 3 and 4). However, it is important to note that this process of reflexivity is 
open-ended. The ideas and insights formulated in Chapters 3 and 4 might again be subjected 
to the same reflexive process. The story presented here is—hopefully—compelling, but not 





About Institutions  
Thus having shortly described the framing of the research project, the question is what it has 
delivered as results. In Chapter 2, it has been argued that new institutional economics suffers 
from the problem that it tries to combine an institutional approach with an interpretation of 
economic theory as representing pre-structured reality. Thus, there are constant frictions 
between certain social phenomena that are considered to be pre-given structural facts (the 
market, bounded rationality, tendency towards efficiency) and social phenomena that are 
confronted as socially constructed institutions. Nowhere does this problem come more to the 
fore than in the analysis of action in terms of choices under constraints. Here, a model of pre-
structured behavioural patterns (rationality) governing the confrontation between limited 
means and infinite ends crashes into the idea that the limitations of means—and perhaps ends, 
for that matter—are socially constructed. Socially constructed constraints, however, are not 
genuinely constraining; we let ourselves be constrained by them. Thinking of a possibility set 
as given by pre-structured reality but constrained by humans is inconsistent in the way it 
treats the social world with which the individual is confronted. A more positive view, in 
which means are actually institutionally constituted instead of institutionally constrained, is in 
order. This dissertation provides the foundations of such a constitutive theory of agency and 
institutions.  
In Chapter 3, a framework is developed in which institutions are seen as constituting 
the capacities for action of people. In other words, social relations and agreed-upon structures 
make it possible to exercise social power—i.e. to do things—thus creating agency. This for 
one thing means that agency needs not be seen as existing prior to institutional structures, but 
constituted by it. On the other hand, institutions are structures in social behaviour and as such 
do not exist outside the behaviour of agents. This allows for a vision of social reality as a 
process of structuration.   
In this process of structuration, as indicated, power is created. Power—the capacity to 
act—is not created equally, however. Since social structures are relations and causal 
mechanisms, they create a system in which not every part is able to do as much as others. In 
an extreme example, the institutional rule that nobody should listen to people called Robbert 
would leave me devoid of all capacity to do anything (though it should be noted that absence 
of any rule would leave me equally powerless).  
This fact that structuration both creates and distributes power has consequences for the 
way we should look at institutions. Institutions need not be approached as obstacles or 
constraints to actions, but as the matter human behaviour and created society is made of. 
Conclusions and Discussion 
 355 
However, institutions are always unequally capacitating, and as such likely to be challenged 
by the less well-off in society. In spite of that, there are several reasons why agreed-upon 
structures can and do in fact exist. First of all, being awarded relatively much social power 
also means that one is able to determine institutional development disproportionately. In the 
above example, if nobody listened to me, I would not be able to convince people that they 
should start listening to me318.  That means that there is an inherently conservative trace in 
institutional evolution, at least with regard to the distribution of power. Where institutional 
change occurs, it is likely to leave power distributions intact, or even intensify them. 
However, this ‘path-dependent pattern’ exists only within history, which is not a pre-given 
fact. This point will be discussed in the next section.  
A more fundamental reason why structures are agreed upon is because people are 
likely to be non-rational about their constitution; their contingency is being disguised. 
Structures only exist in the moment of their reproduction through actions. Although this 
means that in principle any structure can be produced at any time, this is prevented by 
institutional structures governing structuration. For example, the concept of history or path-
dependence implies that the way one acts in the present is in part determined by the past. As a 
result of such institutions, structuration is likely to reproduce past structuration, or be a 
reaction against past structures; in any case, structuration in the present is a consequence of 
the (perceived) past, which is linked through a created history.  
Such institutions governing structuration are reification and essentialism. In both 
cases, a structure is (re-)produced by agents because they are agreed to be beyond the scope of 
agents to structure differently. In the case of reification, a structure is ascribed to a pre-
structured reality, rendering in inevitable and not subject to an agent’s actions. Essentialism 
does something similar. In this case, a social structure is not perceived as being a trans-
historical True Fact, but as something inherent to a (group of) persons’ identity. If I am a man, 
I exhibit masculine behaviour; not doing so would amount to denying my identity. In this case 
too, certain behavioural structures are perceived to be inevitable and not in the power of the 
agent to change.  
About the Relevance of Context 
Such an argument reveals the new institutional project as a combination of reification and 
essentialism. It confronts economy, institutions and culture, with the latter two serving as 
particular constraints for a universal economic behaviour. Analysing society in terms of 
deviations from rationality, perfect markets, and complete contracts, NIE reproduces the idea 
of latent markets and rationality as ‘natural’, universal traits. As principles these apply 
whether we like it or not, even if they are in practice constrained by transaction costs, lack of 
information, institutions and cultural evolution. The result of these constraints is that we have 
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to turn towards bounded rationality, imperfect markets, and path-dependence. By assuming a 
natural agency, willing to exchange on latent markets on basis of some degree of rationality, 
new institutionalism effectively reifies the principles of action.  
It essentialises constraints to such action, on the other hand. NIE assumes a given 
culture, influencing economic behaviour and institutions in a society. However, although the 
idea of culture may imply that it provides the basic norms and beliefs that characterise a 
society, this does not mean that these norms and beliefs indeed are inherent to the society. The 
idea is better understood in terms of essentialism. This means that the idea that the economy 
and its institutions are embedded in culture should be replaced by an understanding of culture 
as that part of the institutional and behavioural structure that is embedded, i.e. is deemed 
inherent to the identity of a society. For instance, anyone could be cheap; but for ‘the Dutch’ 
this behavioural pattern is part of the culture, essentialised to a construed identity of 
Dutchness. Culture is thus a construction placing certain institutions outside the domain that 
agents consider susceptible to change, in the domain of immutable, inherent identity. When 
institutionalists like Lal, Williamson or North invoke culture as a source of constraint for 
institutional development, they reproduce such essentialisation.  
Yet these practices are not limited to the way NIE has given form to its idea of 
embeddedness. The same applies to thinking about development. The idea of a good 
development bureaucracy which is to be insulated from politics and society reflects this. ‘The 
economic’ is commonly perceived as a sphere where—at least in so far as it has been 
separated from other spheres—economic principles and behaviour apply. Political decisions, 
cultural aspects, and social contexts might have an impact on but are not part of it. The 
principles of the economic apply whether we like them or not; (some degree of) rational 
behaviour is not a choice, and neither are market mechanisms or other segments of economic 
theory. Development is governed by economic principles, although it can be compromised by 
particularist political objectives or ‘irrational’ cultural beliefs. In so far as we manage to keep 
the economic sphere ‘pure’, there are objective rules to follow. 
‘The cultural’, by contrast, is a sphere where traditions and historically inherited 
institutions govern action. The principles following from it might influence economic 
behaviour or politics, but they themselves are not subject to questioning; they are inevitable 
aspects of a society’s identity. It is only ‘the political’ that might still be questioned and 
discussed. In general, to create a sphere of ‘the economic’, separated from ‘the cultural-
historical’ or ‘the political’ is best be seen as a way to reify some structures, essentialise 
others, and leave only the political part discursive.  
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About History and Change 
Perhaps the most important theoretical contribution of the research project lies in the 
implications of this view for the role of history and change in economic analysis. Here we 
have the same problem of how to reconcile the neoclassical view focusing on outcomes of 
individual decisions and the idea of historically established institutions as pre-given 
constraints. Change is essentially not a problem in the neoclassical world; economic outcomes 
are assumed to be the result of rational decisions by agents at any time. They make these 
decisions purely on basis of the present situation; therefore, the decisions they make today are 
completely unrelated to the decisions made at any other time. The past plays no role, then, and 
change is no problem. However, the approach can and has been criticised for forgetting 
history (e.g. Hodgson 2001).  
The important contribution of NIE, in that respect, is to re-introduce history in 
economic analysis. As North argues, history matters, because what has happened in the past 
structures what happens in the present, providing constraints and rules of behaviour; there is 
path-dependence. However, as pointed out, constraints and rules of behaviour are only that 
because we allow them to be so. In other words, we need to answer exactly how and why 
history matters. Especially if NIE wants to leave the methodologist individual stance of 
neoclassical economics intact, we need to reconcile the idea of path-dependence with the idea 
that society is governed by individual decisions, which could in principle deviate from any 
laid-out path. To bring in history as a given constraint begs the question why the rational 
individual would let itself be constrained by history. Simply invoking history as a constraint 
risks reducing behaviour to the structural laws of path-dependence. To avoid the pitfalls of—
paraphrasing Granovetter (1985)—the under-historicised view of neoclassical economics and 
such an over-historicised view in which our actions are (in part) determined by a pre-given 
history, we need to focus on the human decision, not so much within historical constraints but 
above all in the creation of path-dependence. In the end, it is in the human decision in the 
present that history possibly starts to matter. 
Such a view takes history and path-dependence to be social constructions in the 
present. We link the past to the future through present actions, and through the way in which 
we build on and refer to the past in them. It is this structuration of past and present that 
constitutes history as a structured account in which the present follows from the past. The past 
enters our present reality because in our contemporary structuration of everyday life we 
construct historical path-dependence. Current social reality thus follows logically from a 
constructed history. In this sense, history indeed matters, as North maintains. But it is not 
history in the sense of a heap of unconnected past events that matters; it is history, i.e. the 
organisation of past and present by the individual into a structured account of development.  
In the example of North (1990), history is constituted as a process of diminishing or 
increasing transaction costs. It should be realised that this is a definition of history within the 
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model rather than an analysis of it. Thus the structuration of the world in terms of latent 
markets with transaction costs creates a certain history. Moreover, this particular structuration 
of history is clearly politically-laden. As has been argued in Chapter 3, the construction of 
history in terms of deviations from a standard of perfect markets and full rationality, thus 
reifying the principles of the economic, is closely related to processes of Euro-American 
dominance. It tends to force the ‘other’ societies in a kind of comparative existence.  
If we view history and path-dependence as contingent structures constituted in the 
present, what does that imply for the insights of new institutional economics about 
institutional change? Whereas NIE literature (North 1990, Williamson 2000, Lal 1998 to 
name a few) exhibits a view of institutions and culture as changing only incrementally, the 
view developed here argues that such ‘incremental change’ exists only within and as a 
consequence of the history created by contemporary institutions, which unites past and 
present in a overriding structured development process. In other words, the change within the 
story might be—is almost logically bound to be—incremental, but genuine institutional 
change amounts to a change of story. Institutional change tends to rewrite history, so that a 
coherent account of institutional structures comes about. For example, a sudden change in a 
society’s traditions will not be perceived as such, since the new traditions will replace the 
older ones in what society traditionally does. History is rewritten; if not, new traditions will 
not be considered traditions in the first place. In the same vein, norms will only be norms 
when they apply over a wider range of time and space—otherwise they are simply specific 
actions—and values are only values when they transcend the level of individual opinion on a 
specific topic. It is the binding of time-space, thus shaping historical and geographical 
entities, that creates structures.  
In the same way can fundamental institutional change occur in spite of essentialism or 
reification. The idea that certain institutions are inherent to the identity of a certain group does 
not preclude that these institutions change. It only means that identity would change along 
with it. In this case, we have not so much a rewriting of history, but a rewriting of identity. In 
the case of reification, we might become convinced that earlier ideas were wrong and should 
be replaced by new ideas, which we now know are True. These new ideas, then, are not only 
considered True for the period after this conclusion, but apply to the whole history with 
backward force. Such rewriting creates a continuity over time-space that is constituted by 
present contextual institutions rather than True from an external point of view.  
About Knowledge 
The ideas presented in Chapter 3 indicate that knowledge and social structures are 
fundamentally intertwined. The approach of new institutionalism has been argued to be 
inconsistent because it fails to apply its theory of cognition to its epistemology. Doing so 
implies that theory about bounded rationality itself cannot be correct as a matter of objective 
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fact. Instead, on basis of Chapter 3, we turn to a view in which no knowable structured social 
reality exists prior to the moment of knowing and acting upon it; social structures are (re-
)produced by agents in their actions. This implies that the process of developing knowledge 
ought to be evaluated on ethico-political grounds, rather than on correspondence to any pre-
structured Truth. The positive discussion about what is then cannot be separated from the 
normative discussion about what should be. If ‘what is’ is just one of many possible realities, 
the (re)production of this reality is subject to normative considerations; the world is as it is 
because people believe, in some way, that it should be this way. The normative ‘choice’ 
between realities is indispensable from the analysis of reality. Positioning constructed reality 
as a Fact prior to knowledge is reproducing reification, and thus entering this normative 
discussion from a particular viewpoint. There is no way of avoiding ethico-political 
positioning319.  
The criterion eventually proposed here is one of emancipation. Emancipation, by 
promoting openness and plurality, is concerned with creating an overriding open dialogue 
between knowledges. It is about the agent being aware of it role in the constitution of 
knowledge. In other words, it supports the growth of various knowledges next to each other 
and the mutual reflection and critique between them. This idea, to bring about an overriding 
structure which allows for various truths to engage in debate, can be argued to represent the 
original essence of science. Claims of Truth, on the other hand, tend to close off debates, and 
should be challenged. On the other hand, the opposite stance taken in by post-modernism is 
deemed overtly destructive, and suffering from a one-sided perception of freedom in terms of 
freedom from (truth, grand narrative, consensus) rather than freedom of debate. Differently 
stated, then, one could argue that the emancipation argued for represents a pluralist position 
with regard to criteria; it can be seen as a reflexive dialogue between constructing and 
deconstructing knowledge and truth-claims. Still, reflexivity requires questioning this stance 
even further. The ‘obsession with power’ present in the interpretation presented here is 
questionable, and could itself be related to structures distributing power. The case of 
Malaysia, for example, has brought forward that a story of hegemonic manipulation of 
identity and culture reproduces Orientalism in many ways. The arguments presented here are 
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 Here this project differs from, for example, Searle (2005), who holds that ontological subjectivity does not 
preclude epistemic objectivity, i.e. the point that statements “can be established as true or false as a matter of 
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therefore open-ended and a moment in an ongoing process of reflexivity; they are 
contributions to a debate, not the conclusion of a debate.   
For the research project, this means that we have to refrain from fundamental causal 
explanations of development or the success of reform projects. Although the analysis 
presented has shed some light on the differing experiences of the Philippines and Malaysia, 
the question why societies have taken different paths cannot be brought down to a single 
factor that explains it all. Even if one argues that, for example, the distinct ownership 
structures imposed by Spanish and British colonialism ultimately made the difference, one 
still has to answer the question why societies allowed these ownership structures to have such 
an impact. After all, structures are contingent, and the structural mechanisms on which such a 
causal relationship rests are so too. They could have been changed at anytime, in principle. 
For this reason, the most one can do is to trace histories and confront them reflectively and 
reflexively, in order to shed light on the way present society has come to be. Certainly, certain 
events have had certain effects, but that does not mean that they had to have them. 
Determinacy and causality only exists within constructed histories; the requirements of 
openness and emancipation hold that the story of society ought not to be reduced to one single 
History. 
B. CASES 
About Malaysia and the Philippines 
The investigation of embeddedness undertaken in the project focused both on the theoretical 
debate and on the applied debates about economic and institutional change in Malaysia and 
the Philippines. As indicated, these investigations stand on equal footing and basically serve 
the same purpose; to establish the reasons and implications of ‘embedding’ the economy.  
The case-study of Malaysian economic reforms can be seen as an example of the 
reflexive, genealogical methodology that was proposed in Chapter 4. The reflection on 
theoretical texts went hand in hand with the research focusing on ‘texts’ about Malaysian 
reforms, thus taking all information as secondary rather than primary source. The case-study 
about reforms in the Philippines, on the other hand, can be seen as stretching the research and 
theory developed on basis of Malaysian case, reflecting upon it and trying it from different 
perspectives. Since the theoretical discussion and case-studies are so much inter-twined and 
equal in terms of status, the theoretical insights are not qualitatively different between them. 
In fact, the case-studies have informed and inspired much of the theoretical ideas and insights 
described in the above, as much as the studies have been cast in those terms. However, in 
terms of presentation, the statements made earlier have now obtained ‘some flesh’ in the form 
of an empirical referent, which might be illuminating. That is not saying that the research has 
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not provided some more specific insights about Malaysian and Philippine institutional change 
and development.  
First of all, the cases of Malaysian and Philippine structural reform illustrate the point 
that, instead of taking embeddedness as something given, definitions of culture and the 
economic should be taken as object of research. This has put many of the common accounts 
of Malaysian reforms and development in a different perspective; the interpretation of 
adopted governance structures differs between radically free-market, exposing a primacy of 
ethnic politics, and simply cronyist. Culture, in Malaysia, has been shown to have 
transformed along lines set out by issues of power distribution, radically changing from a 
Malay traditional culture to a multi-ethnic, political Malaysian culture. Such changes, 
culminating in concepts like Asian Values, have been argued to have facilitated the increasing 
authoritarianism of the Mahathir regime. Earlier discourses, such as that of the Plural Society, 
can also be linked to power distributions; by defining society as divided by ethnicity, other 
lines of association in society were effectively ruled out. This naturally played into the hands 
of a traditionalist UMNO, which thus secured a dominant position within the Malaysian 
political arena.  In addition, stories of embeddedness have tended to reproduce and redefine 
wider historical discourses such as Orientalism, traditionalist and capitalist nationalism, thus 
creating a sense of continuity.  
In this way, the stress on embeddedness in the discourse about Malaysia has as a 
consequence that structural change to a large extent is hidden, because it rewrites the past and 
identities. Although there seems agreement on the relevance of culture for the economy and 
politics, changes in the content of this culture facilitate important politico-economic 
transformations. The essentialisation of political-economic structures makes that they are 
beyond questioning, in spite of the fact that they can and have been changed in short periods 
of time. At the beginning of the 1980s, culture implied that economic policy had to be 
oriented to supporting Malay traditional life, threatened by competition of other cultures. In 
the 1990s, culture implied that economic policy was aimed at bringing about consumption 
growth and a multi-ethnic harmony in which everyone had the same chances in the market-
place320. In both cases, the idea of embeddedness put these political-economic structures 
beyond contestation; they became in essence inevitable321.  
Culture thus seems to follow political and economical developments as much as 
precedes it. Power relations form an indispensable part of any process of change, and tend to 
mould conceptions of reality, tradition, and progress. Taking concepts like culture, ethnicity 
and economic rationality as facts rather than political constructions, is therefore bound to be 
flawed. What is more, such flaws might have serious political repercussions, since 
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cultures, such as the Chinese. In that sense, the more inclusivist discourse of developmentalism in the 1990s can 
be said to have been more successful in stifling all serious debate.  
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reproducing ideas often amounts to reproducing structures of dominance. Lack of discursive 
reflection with regard to the theme of Asian Values within the academic community is not 
unlikely to have actively supported the definite turn towards authoritarianism the Mahathir 
regime took in the 1990s. In this sense, science bears a moral responsibility to reflect, not just 
a methodical requirement. 
In the Philippine case, developmental discourse has been framed along somewhat 
different lines. The most obvious difference with the Malaysia of the 1990s is that culture in 
the Philippines is consistently portrayed as something problematic, to be challenged. Whereas 
in Malaysia the idea of embeddedness implied that certain institutions followed naturally from 
an intrinsically valuable culture322, culture in the discourse about the Philippines has been 
blamed for many of the country’s ills. The answer to all these ills, then, is obvious. Progress 
and development in Philippine discourse tends to be defined in terms of getting rid of 
detrimental culture and make Filipino society governed by the rational principles of economic 
development and insulated good governance. The discursivity of the present culture is in this 
sense the other side of the reification of the solution or the objective of development. 
Rational, de-contextualised structures and strategies will bring about the effectuation of True 
Philippine identity which is equal to all progressive societies, but has been corrupted by 
colonialism.  
As a consequence, there is a constant call for revolutionary action. Since the failings of 
Philippine development is embedded in its corrupted culture, anything less than fundamental 
change will not do the trick. Earlier revolutions have taken place, but since they have failed to 
address the roots of the situation in which the Philippines finds itself, they have been betrayed 
and repressed. This image of an unfinished revolution is a recurrent theme in Philippine 
discourse, and it is constantly being reproduced by contemporary actions, which become 
imbued by the significance and meaning of earlier events. Such binding of time-space, linking 
various actions over time and place in a structure of joint meaning, is what has created the 
social power that allowed the people involved in EDSA-II to remove Estrada from the 
presidency, for example. Because their action and the way it was presented referred to EDSA 
I, the Philippine revolution of 1896, and indirectly, through the figures of Benigno Aquino 
and Jose Rizal, even to the Passion of Christ, a peaceful protest by a relatively small group of 
citizens became part of a constructed myth that was powerful enough to oust a president323. 
As almost any political event after 1986, the fall of Estrada was an act of finishing the 
revolution.  
As in the case of the Malaysian reforms, this discourse and its reproduction can 
therefore be seen in terms of the creation of social power. The unfinished-revolution theme 
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effectively legitimised many political-economic actions and structural changes. Although 
there was contestation about the content of the revolution, anyone who was not able to claim 
EDSA was definitely marginalised. As such, EDSA seemingly provided the framework of 
fundamental shared meaning along which dialogue could be organised. However, this 
framework was essentially negative; different parties were united only in their vision of what 
should not be. In other words, the call for finishing the revolution seemed to hold no shared 
meaning beyond that call itself. The problem, therefore, was that, although the discourse came 
to shore up the positions of people like Aquino and Ramos—it might be argued that it was the 
one thing that kept Aquino in power all these years—it demanded revolutionary change that 
meant different things to different people. Moreover, the idea of development as revolution 
required the creation of alternative, informal structures that were formed along the lines of 
allegiance to something called People Power, personified by Cory Aquino. In this respect, 
revolutionary discourse undermined the institutionalisation of official, democratic structures 
of government, thus limiting social power and democratic accountability. The constant 
contestation of existing structures in the name of finishing revolutions made them ineffective. 
As such, the revolutionary discourse seems to have tended to break down the power that was 
needed to change society meaningfully.    
About Structural Reforms 
More in general, for the analysis of structural change, the Philippines-case reflects the idea 
that, as any revolutionary action becomes an action by basing itself upon mechanisms of 
cause and effect existing in the present society, it is ‘forced’ to reproduce the social structures 
it seeks to overthrow in order to be successful. Attempts at structural change that seek not to 
do so will lack the shared meanings and recognised structuration that are needed to act 
effectively, causing a kind of discursive chaos. In other words, the opposition between the 
desired and the actual state means that social structures are simultaneously questioned or 
attacked, and built upon to achieve anything. The end result is a situation of little social 
power, very ineffective institutions, and a tendency of fundamental structures governing the 
ability to change society to stay unaffected because they are reproduced in every attempt at 
change.  
The Malaysian case, on the other hand, shows that changes in ideas, rewriting the 
definition of identity, traditions and the social structures that are considered to follow from 
them, are supportive of bringing about structural change, because such a process leaves social 
power intact. The downside, obviously, is that such gradual—from the perspective of the 
newly written history—change tends to leave the distribution of social power intact, if not 
intensifying it. 
These insights suggest that, when nowadays many academics and policy makers 
acknowledge that blue-print policy advises will not work because specific contexts matter for 
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development (e.g. Jeffrey Sachs 2000; 2001; Economist October 24, 2002; Acemoglu et al 
2001), the reason for the failures they perceive is actually a different one. It is not so much 
that structural adjustment programmes in many cases have failed because they fail to 
accommodate to the context. The problem is that, in the process of reification of the 
recommendations and principles, an opposition is being created between the actual 
problematic situation—in which culture, institutions and politics prevent the market from 
doing its blissful work—and the world the plans seek to bring about. It is because the starting 
point is a benchmark ideal situation of efficient, context-less markets that the structures 
constituting developing societies are confronted as problems that need to be solved, if not 
eradicated. As we have seen both in Malaysia and the Philippines, such a view tends to 
reward boldness, willingness and ability to pursue radical change away from the present 
situation. The revolutionary character of reforms is thus inflated. 
On the other hand, reforms need to be implemented and therefore require local allies 
with the power to do so. In a view where society has been made the problem, it is natural to 
work with dis-embedded technocrats, whose position and influence—paradoxically—rests 
upon the structures constituting society. Thus, the structures and discourses dominating a 
society are reproduced in the attempt at reforms. The simultaneous desire to effectualise 
changes—building on social structures—and rid society of its detrimental structures—
questioning them—result in the combination of lack of social power and reproduced 
inequality that characterises many societies embarking on reform, such as the Philippines.  
The Malaysian case, by contrast, shows that it is not so much the fit with an 
underlying, a priori culture as a constructed continuity that is important. If we take culture as 
a given, any attempt to adapt economic structures to such a culture is most likely to result in 
economic structures that do not enable a society to act within the global system. This might be 
taken as one of the real lessons of DeSoto (2000); prosperity comes from leaving localised 
systems of meaning, and joining national or global structures of economic actions. The 
economic growth experienced by Malaysia in the 1990s can be understood in this light; it 
joined and reproduced the structures of the global market, and enjoyed the boost in social 
power associated with binding time-space on such a grand level. The difference with many 
other developing countries is thus not so much that Malaysia has adapted economic principles 
to its cultural context. Rather than that, the difference is that Malaysia managed to restructure 
history in such a way that the economic institutions of developmentalism became what history 
and culture logically led up to.  
In other words, one can either construct development policies as part of a smooth, 
consistent historical process or as a radical break away from the present. Many of the World 
Bank’s Structural Adjustment Programmes have proved so problematic probably because they 
tend to do the latter. The reified-discursive way in which the policies have been structured has 
constructed an opposition between the local, problematic and the universal, rational, thus 
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inflating the divide it had to overcome. As has been argued in the case of Malaysia, had the 
reforms been structured domestically in the way they were to be presented by World Bank-
affiliated authors, they would probably have stood no chance and only have resulted in 
political instability324.  
The effects of such different ways of structuring reform projects can be represented 
graphically (as kind of caricatures) in a variant of the model developed by van de Mortel in 
analysing transition processes in formerly socialist economies (Van de Mortel 2000). Social 
power emerges from recognised, shared social structures. Therefore, any attempt to structure 
differently is bound to lead to a loss of social power. However, the wider shared this 
alternative structuration becomes, the more social power is being created again. There are 
many scenarios possible, of which some have been depicted here325.  














In this figure, the ‘total amount of social power’ in a society—independent of its 
distribution—is shown as a function of time. Different scenarios lead to different paths of 
social power development. In the first case, the contestation of dominant structures causes a 
fall in shared meanings and recognised structures, preventing the reflexive dialogue that is 
necessary to create new shared meanings and structuration. Therefore, an attempt to structural 
change will cause a semi-permanent fall in social power, because it has eroded the means to 
rise above continuous contestation. This is especially likely to occur when changes are 
constructed as opposed to present institutions. In the second case, structural change is 
disguised, for example in the form of embeddedness. Although dominant structures are 
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altered, there is an underlying structure of embeddedness that does not change. Since 
institutional change takes place simultaneously with a change in definition of culture from 
which institutional structures are deemed to follow, the effect of embeddedness in preventing 
contestation continues. Consensus is not seriously affected. Ultimately, structural change 
takes place rather smoothly with limited loss of social power in the course of reforms. 
However, smooth structural change without any moment of discursivity is likely to intensify 
inequality, and in this sense, this scenario is not very desirable. Apart from these, there is a 
potential third route, though. In this case, we have a situation of reflexive dialogue; although 
there is contestation, it takes the form of open, constructive dialogue. Social power emerges 
from congruency326 in particular instances rather than overall consensus about structuration. 
Hence, structural changes occur continuously without loss of recognised structuration, but are 
discursively constituted so as to limit structural inequality. Such a path, though perhaps 
attractive, requires constant reflexivity and commitment to dialogue from the part of the 
participants. The way it can be brought about in practice by governance structures is an issue 
still demanding further social-theoretical reflection, and as such provides an important 
direction for future research. Although participatory development has been a buzzword for at 
least a decade now, from projects directly aimed at doing so (such as—at least in name—the 
Kabisig initiative), we can derive the insight that such a stance is hard to cultivate and 
maintain. If not handled well, problems such as the erosion of formal structures, 
marginalisation of the people not invited to speak, and false legitimacy can pose a serious 
risk, since bottom-up projects are liable to be instrumental to power elites. How to organise 
such a dialogue more genuinely in practice is therefore a problem deserving more academic 
attention.  
9.3. Discussion 
The Need for Reflexivity 
These conclusions of the project to a large extent have their roots in methodological points. 
Above all, the research project has shown a need for reflexivity when dealing with social 
structures. Reflexivity, in this sense, means that “institutionally embedded assumptions, 
knowledge claims, distinctions, roles and identities which are normally taken for granted, 
must now be critically scrutinised” (Grin et al 2004, 128). This means that we should not treat 
our understanding of culture or economic principles as given. Economic principles exist on 
basis of the actions of people and hence cannot be confronted as objective, universal laws. As 
long as one holds that people have agency, behavioural principles must be considered 
contingent. Instead of taking them as facts, our understanding of them should be reflected 
upon: is this pattern of behaviour necessary? What are the structures that make a certain 
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principle hold? Is the principle informed by and reproducing certain power-saturated 
structures? Can these structures be differently? In the same way, culture is not a fact of a 
society. First of all, society is not a fact but a social construction. In the case of Malaysia, one 
of the most contentious facts of all has been what the society is that culture is supposed to 
refer to; Malay or Malaysian? In this book, the definition of a society’s culture has been 
argued to be best understood from the point of view of power-distributing structures, instead 
of from the mythical point of view of traditional, immutable cultures going way back. Culture 
is constantly being invented, reproduced, re-invented and re-defined. However, culture claims 
to be stable, deep-rooted and ancient; that is what sets it apart from other structures. To accept 
this claim as scientist is to reproduce structures without properly reflecting upon their 
desirability. In the case of Malaysia, this has been shown to have quite far-reaching 
consequences. The Asian Values-theme does not just represent a temporary academic folly of 
some researchers. Far more seriously, it has been argued to have supported the turn towards 
authoritarianism of the Mahathir regime by ‘scientifically’ underpinning the cultural 
legitimisation of repression.  
From this perspective, the (lack of a) role of methodology in much academic research 
is worrisome. True, methodology is a topic of increasing importance and attention within 
economics. The growth of interest in economic methodology in recent decades has made it 
possible to speak of economic methodology as a clear sub-discipline of economics by now 
(Backhouse 1997). However, one could also see this development as limiting the role of 
methodology in economics rather than strengthening it. Whereas, for all its worth, the 
discussion spawned by Alchian and Friedman in the 1950s was still one of economic 
researchers debating their methodology, the creation of a separate field of economic 
methodology has contributed to the removal of such discussions from the field of normal 
economics. Reflecting on methodology has become a matter for the specialists; others can 
continue doing what they were doing. As a consequence, attention to economic methodology 
may have increased, but its relevance has been limited.    
This phenomenon is observable elsewhere in the social sciences as well. Whereas by 
now methodological debate has evolved a long way from positivist and other empiricist 
research methods, research practices continue predominantly along such empiricist lines. The 
institutionalisation and development of methodology seem to have moved it further and 
further away from the practice of research. There is a prevalent tendency among researchers 
to pay lip-service to methodological considerations (if any service at all) and then continue 
with business as usual. The often-stated apology that some knowledge, however 
methodologically problematic, is still better than none goes by on the fact that knowledge is 
not only a description of reality, but also constitutive of it (Giddens 1991, 14). If ‘some 
knowledge’ tells us that a reduction of government expenditures such as food subsidies, the 
opening up of markets and the removal of ‘labour market rigidities’ are what is necessary to 
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get a developing economy back on track, ‘some knowledge’ might very well be worse than no 
knowledge at all. Even if such assertions are ‘true’ within the prevalent structures—and they 
might very well be in some cases—rather than reifying them through scientific research, we 
might do better questioning the principles that create this economic necessity, relate them to 
power-distributing structures, and try and alter them. After all, what is, is not what is 
inevitably.  
Reflexive Disciplinarity 
Abandoning the methodological stance of viewing theory as representing pre-given structures 
also extents to the separation of scientific disciplines. Separation of scientific (sub-)disciplines 
is reflecting and reproducing the separation of these spheres in social reality. The partition 
between thinking about and doing research as a consequence of the carving out of a sub-
discipline of methodology is but one example. With regard to the distinction between the 
economic, the politic, the social, and science, the same applies. It has been argued that the 
separation of these realms has been an essential aspect of the modernisation process and 
typical of highly modernised, western societies (Grin 2005; Parsons and Smelser 1984, 16; 
82-84). In this dissertation, similarly, it has been argued that the carving out of an economic 
sphere in which political and social institutions do not apply, both in theory and social 
practice, has contributed to the reification of technocratic institutions and policy rules327. This 
has been most obvious in the Philippines, where economic technocrats have lifted their policy 
field outside the context of Philippine society and politics, trying to create policy based upon 
what we know is True instead of on what we know to be true in the Philippines. The case of 
the Philippines also makes clear that simply doing the opposite, i.e. arguing that economic 
principles are embedded in society, does not constitute an improvement. The basic problem is 
that any separation or embeddedness is institutionally constituted and does not reflect pre-
structured Reality. As has been argued, the separation of the economic and the social in 
modernity, or the embedding of these in traditionalism or post-modernity needs to be 
confronted as fundamental social construction.  
This can be illustrated by the arguments made in this thesis, centring on social power. 
In the prevalent division of social sciences, the term ‘social power’ might induce one to 
position such a theory in the domain of political science. However, social power, as it has 
been used here, refers to the capacity to act meaningfully, or the capacity to produce value. As 
such, the constitution of social power is very much what economic science is about. 
Economic indicators, such as GDP levels, are reflective of this capacity to produce value. 
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 The point is similar to the one made by Bourdieu, who attributes this to the status of neoclassical economics 
as ‘strong discourse’. Neoliberalism, according to Bourdieu “tend globalement à favoriser la coupure entre 
l’économie et les réalités sociales, et à construire ainsi, dans la réalité, un système économique conforme à la 
description théorique, c’est-à-dire une sorte de machine logique, qui se présente comme une chaîne de 
contraintes entraînant les agents économiques.” (Bourdieu 1998, 3). 
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Addressing institutions in the light of the framework developed here draws attention to 
creation of value as a contingent social act, and the constitutive role of social structures in 
bringing about (inequalities in) economic welfare. By contrast, to create an economic science 
separate from political science and social theory can be seen as a way to remove certain forms 
of structuration outside the realm of the politic, reifying them as natural characteristics of 
human behaviour beyond political contestation. It can do so because, as indicated, it implies 
that any research taking up political and contextual questions (such as this one) is 
automatically not economics anymore (perhaps not even science). It is not a difference in a 
priori domains that separates economics from social theory, though; it is the contingent 
institution of the economic328. 
Similarly, the separation of science and society, or the separations between various 
scientific disciplines are issues that are not right or wrong, but essentially situational and 
necessarily open to reflection and reflexivity within local research practices. The current 
tendency to replace technocratic economics with an institutional, embedded economics thus 
misses the point. That point is that neither approach is universally correct, but that the 
approach should be made part of the problem social science is all about.  
This means that a dogmatic form of inter-disciplinarity is not a desirable alternative to 
the current separation of disciplines, for neither of them is right or wrong. Instead, we might 
look at the separation between the social sciences as socially constructed, and understandable 
from the point of view of power-distributing structuration. In fact, rather than a boundary-
reproducing inter-disciplinarity, a questioning of discipline boundaries, aimed at creating a 
reflexive dialogue is required. After all, for all of the differences in training, theories, careers 
and objectives that set us apart as (social) scientists, in the end, we all are concerned with one 
and the same question: what to think of this world we are looking at? 
The Need for Constructive Development Theory 
On a more concrete level, the insights gained about the construction of institutions and 
economic relations open avenues for further research into development, poverty and 
inequality. The way of looking at economic problems developed here provides a broad 
research agenda, shifting attention from market-no market dichotomies towards an open 
analysis of the various ways economic behaviour is and can be structured. Reflexivity and 
critique are essential elements of any development theory, in this respect. Development is the 
construction of the world and the social power implied; reflexivity makes sure such 
developments occur in an open, dialogical, equal manner. 
                                                 
328
 This means that, to count as an economist, one has to reproduce the institutions making up economics, by 
either joining orthodoxy or positioning oneself as the anti of orthodoxy, thus confirming it without contributing. 
Genuinely developing alternatively structured knowledge means abandoning the institution ‘economics’, 
becoming social theorist instead. This might explain why the more interesting non-mainstream economic theory 
is not being developed by critical economists, but by economic sociologists, anthropologists and philosophers, 
such as Granovetter, Bourdieu and Searle.  
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By questioning key concepts and shifting questions from mechanisms themselves to 
the reasons why certain development mechanisms operate in certain societies, we can open up 
debate about, in the example of the current project, the contingent roles of culture and 
technocracy in development. We can thus move from asking ‘what is’ to asking ‘how’ and 
‘why’.  
This more reflexive, meta-view has practical consequences, if not on the level of 
straightforward policy recipes. A critical, reflexive stance towards social mechanisms and 
economic principles is essential if one wants to alleviate poverty. Ignoring this easily leads in 
the unwitting reproduction of the structures that have caused poverty in the first place. Still 
more practical, the case-studies of Malaysia and the Philippines suggest that the way in which 
much economic knowledge is structured—reified, opposed to the contextual—is likely to 
inflate problems of implementation and development. This does not mean that unchecked 
deconstruction is in order; from the point of view of poverty alleviation and empowerment, 
the debunking of all truth claims is as unconstructive as their uncritical reproduction is 
dangerous and problematic. Rather, an open, reflexive approach that questions the knowledge 
developed and enters a debate with other stakeholders in development aimed at congruency is 
of immediate political and practical relevance. The important thing now is to translate this 
approach, recognising the power-constituting and distributing effects of structuration and 
being open to questioning them and subjecting them to dialogue, to a more specific research 
agenda for development economics.  
The essence of such an agenda is to question the structures that create current apparent 
inequality. This is, in a way, nothing new. Ever since the times of Adam Smith, economics 
has been concerned with the question why some societies are poor, while others are rich. 
Interestingly enough, however, the angle from which this question has been addressed has 
shifted over time. Where Adam Smith was primarily concerned with the question where 
wealth comes from, more recent contributions of for example Douglass North focus on the 
question why some societies trail behind. One can observe the same thing in more public 
debate. When global inequality is addressed, it is mostly from the angle of the question why 
many countries are poor. The conclusions and indictments are readily available: corruption, 
greed, abuse of power, nepotism, tribalism, are all popular answers. The question how an 
absence of these—if there even is one in developed countries—would result in the kind of 
welfare enjoyed by developed economies is rarely asked. Thus, over the years, poverty 
instead of wealth has become the theoretical problem. This in itself might be seen as 
indicative of the marginalization of the poor. Still dominant in numerical terms, they have 
been pushed to the fringes of theory, where they represent the odd-ones-out, deviating from 
the norm and as such constituting a problem.  
As we have seen, this state of affairs follows to a large extent from reification or, if 
you wish, naturalisation of the market economy and its resulting efficient equilibrium. 
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Assuming with neoclassical economics that people do what is best for them, confronting each 
other on the market, where they can interact and trade freely, would result in optimal 
outcomes from the point of view of efficiency—Smiths point, allegedly. The market, in this 
analysis, is supposed to be almost structure- and contextless, where there is nothing that 
favors some over others. If one leaves everything out that could prevent unbiased, voluntary 
engagement of rational individuals, the market comes about. If this is the theory, any 
economic inequality must be seen as either not a problem—i.e. representing a desirable 
outcome given people’s preferences—or as a market failure329. In so far as economics does 
not take the first route, arguing that the poor are poor by choice330, poverty is analysed and 
explained from the point of view of specific circumstances that prevent the market economy 
from doing her blissful work. Government intervention has always been the most popular 
culprit in this respect; institutions are rapidly gaining an equal status. For example, in the 
work of Douglass North, the reasoning of Alchian, which would predict an evolution towards 
an efficient equilibrium, is accepted. North, in his version of institutional history, 
subsequently tries to identify reasons why societies might deviate from this path.  
One thing that this dissertation has argued, however, is that there is nothing natural or 
structure-less about the market. The market is but one institutional arrangement among many. 
This means that analysis should not focus on market failures for explanations of poverty331, 
but return to the original question as it was understood by Smith. If one wants to understand 
wealth and poverty, we need to expose how social power is constructed (unequally). It does 
not serve to analyse societies strictly in terms of what they are not—perfect markets, 
Protestant or whatever332. If we have adopted a certain type of economy and we perceive a 
combination of strong wealth and poverty, we need to analyse how such a structuration causes 
this wealth and poverty. We should ask whether serious inequality is not inherent in the types 
of relations that constitute (market) economies, and how economic relations might be 
organised so as to minimise poverty333. Moreover, in addition to countering inequality within 
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 For this reason, a lot of economic theoretical development can be seen as inspired by the ongoing quest for 
market failures (Bhagwati 1993, 32). 
330
 The argument here would be that outcomes of market processes, even those in which poverty persist, are 
efficient and desirable in terms of opportunity costs. In other words, the poor may be poor by choice, but the 
choice in question might very well have been between being poor and being extremely poor. However, the 
concept of opportunity costs reflects an a priori restriction of potential realities and is therefore problematic. The 
argument rests on not questioning the structuration that leads to outcomes with ‘mere’ poverty being the best 
society can do. If structuration is contingent, opportunity costs are a meaningless concept.   
331
 As a neoclassical market is a kind of ideal-typical concept, market failures are actually everywhere, usually 
without invalidating the point that an economy is in principle governed by market arrangements. 
332
 Differently stated, everything ‘anti’ reproduces the spirit and structures of that which it is opposed against, so 
that the search for market failures misses the real questions in analyzing markets and economic performance. In 
order to bring the debate about international trade on a higher level, it is necessary to address this ‘spirit’ and 
these structures by developing a theory about the institution of trade. 
333
 For example, as has been argued in this thesis, there are biases in the structures that constitute the market that 
are likely to bring about inequality. For one thing, the kind of prisoner’s dilemma that competition on a market 
entails quite obviously harms suppliers of labour; they would be better off operating as a collective, reaping 
monopoly rents. Even if one accepts the market as efficient, a more relevant question than why some societies 
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the structures dominating our economies, we should open up the concept of development, 
allowing alternative ways and understandings of it to enter in dialogue on equal footing. The 
idea here is that poverty is not addressed by turning the marginalised into copies of the 
dominant, making them structure accordingly, but by ending their marginalisation.  
Poverty and inequality are ultimately connected to the mechanisms in which society, 
whether structured by the market economy or in another way, ascribes value. Value is 
contingent upon the recognition and reproduction of value ascriptions by society, representing 
a self-validating structure. An analysis of poverty and inequality then requires a detailed 
investigation in the processes of structuration and confirming-structuration that result in 
dominant definitions of what is valuable. Issues like rational economic behaviour, and 
interpretations of knowledge, technology, and trade should be questioned and critically 
addressed. Such concepts are constituted within and help constitute the structure of the market 
economy. The idea that institutions—as all structures—are the source of social power and of 
power distributions seems a more promising way forward than an approach that takes things 
like prevalent meanings of value, preferences, and to a large extent productive capacity, as 
given334. The creation of recognised, shared forms of structuration should be point of analysis 
rather than the functioning of pre-assumed markets. After all, inequality does not arise from 
the markets that are not there, but from the structures that are.  
In such an approach, the question of inequality becomes not so much why a German 
employee is more productive than a Filipino; the question is what makes that so much more 
economic value is attached to the acts and meanings produced by the German employee. 
Questions of technological development should be posed in the same vein: what makes that 
certain knowledge is economically valuable, whereas other is not? Why is it important to 
know how to create a particular type of soft drink, and is it not nearly as rewarding 
economically to know how to construct a highly elaborate ceremonial necklace used by a 
small tribe in a particular rite? Differences in the quantity of knowledge involved—whatever 
that may mean—are obviously not the answer; the creation of the ceremonial necklace is not 
unlikely to demand much more skill than the mixing of the soft-drink. The difference, 
however, is that the value and meanings constructed in the necklace are not recognised 
beyond a small group of people, whereas those of the soft-drink are. The question is why.  
                                                                                                                                                        
fail to become efficient is the question why efficiency—as understood in economic theory—in western societies 
at some point has become an issue. During history, there have been many empires which have been very 
effective and efficient in what they sought to achieve; empire-building, power, grandeur. The question is why in 
Western Europe at some point structures emerged in which the people mattered. In fact, this could be argued to 
have been the more radical and important message of Adam Smith; defining the wealth of nations in terms of the 
welfare of the people, instead of power and prestige of ruling elites.  
334
 Even growth theory, especially in the Solow-variant, is often set up in terms of intertemporal allocation of 
production factors, rather than addressing the problem of economic capacity. Endogenous growth theory is a 
more promising way forward, although it suffers from the problem that it tends to see knowledge, technology, 
and productivity as de-contextualised, objective stock variables.  
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Another interesting case is international trade. Instead of dichotomising between free 
trade and autarky, we should conceptualise trade as the production of shared meanings and 
structures that bind time-space and create social power. From that point of view, the point that 
trade, binding time-space, brings about improvements in terms of social power is almost 
trivial—any recognised social structure does so. As Sen notes, “the relative success or failure 
of globalization should not be measured by whether the poor are getting a little richer; the 
question is: could they have become a lot richer by the same process if the governing 
circumstances were different?” (Sen, interview in Asiasource December 6 2004). In other 
words, the more important question is not if but how trade could and should be conducted. 
Trade can be structured in many different ways, of which behaviour in line with the 
neoclassical perfect market is only one. We should analyse why this way of structuration has 
become dominant, and investigate alternative ways of conducting trade that might be more 
equal, poverty-alleviating or efficient. Rather than focusing on policies influencing the degree 
and outcomes of trade conducted in a given way, this ‘given way’ is in need of analysis. In 
this sense, the questions triggered by the relatively recent challenge from the side of the Fair 
Trade movement are much more interesting than longstanding debates pitting trade against no 
trade, taking the way in which people engage in exchange as given.  
The methodology and theoretical angle used here can thus be applied to rebuild a more 
comprehensive, critical development theory with immediate practical value. Transcending the 
questions following from the structures along which economy is being organised, we can start 
analysing—and improving—these structures themselves. In this way we can genuinely 
address the question about the origins of wealth and poverty, creating an avenue for 
structuration that is reflexive with regard to problems of development and inequality. Thus, 
and only thus, we will be able to develop a constructive theory about the construction of 
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Summary in Dutch 
Cultuur, instituties en geschiedenis heroveren snel een plek in de economische wetenschap. 
Waar economie sinds de Tweede Wereldoorlog gekenmerkt werd door een technisch-
mathematische benadering, die economische processen probeerde te doorgronden door te 
abstraheren van de sociale context, groeide in de afgelopen decennia de aandacht weer voor 
de rol van cultuur, geloof, normen en waarden en tradities in de economie. Het feit dat een 
stroming als Nieuw Institutionele Economie vandaag de dag tot de mainstream economie 
behoort is daar wellicht het meest duidelijke voorbeeld van. Dit is een interessante en 
belangrijke ontwikkeling.  
In de literatuur over de ontwikkeling van (Zuid-)Oost Azië was lange tijd een 
vergelijkbare trend waar te nemen. De snelle economische groei van landen als Japan, Zuid-
Korea, Taiwan, Singapore, en later, Maleisië en Thailand deed bij sommige auteurs het idee 
ontstaan dat er een element in de Aziatische cultuur moest zijn dat verantwoordelijk was voor 
deze snelle economische opmars. Soortgelijke ideeën werden enthousiast verwelkomd door 
sommige politici in de regio. Het idee ontstond van een (superieur) Aziatisch 
ontwikkelingsmodel dat geworteld was in Aziatische Waarden. Na de Azië-crisis van 1997 
verstomde zulke geluiden al snel; veel van wat er over gezegd was werd ontmaskerd als 
‘propaganda’, bedoeld om belangenverstrengeling, ‘cronyism’ en minder-dan- democratische 
regeringsstijlen te legitimeren. In het debat over (Zuid-)Oost Aziatische ontwikkeling zien we 
het afgelopen decennium dus juist een tendens naar het verlaten van culturalistische 
verklaringen ten gunste van een meer strikt economische benadering.  
Dit contrast roept de vraag op wat te denken van de huidige trend in economische 
wetenschap richting het bestuderen van economie in haar sociale context. Het idee dat de 
economie niet in isolatie beschouwd moet worden, maar als geworteld in de historisch-
culturele context (embeddedness) is het onderwerp van dit proefschrift. Het stelt de vraag wat 
de betekenis en impact van een dergelijk idee is, en waar het vandaan komt. Teneinde deze 
vragen te beantwoorden, worden in het proefschrift een drietal gevallen van geconstrueerde 
relaties tussen de cultuur-historische context en economie kritisch bekeken, om zo tot 
inzichten te komen over wat het betekent om economie te denken als ‘embedded’ in cultuur 
en geschiedenis. Eén case is een theoretische; het Nieuw Institutionalisme van North 
(hoofdstuk 2). De andere twee zijn de cases van economische hervormingen in de jaren 1980 
in Maleisië (hoofdstuk 5 en 6) en de Filippijnen (hoofdstuk 7 en 8).  
Dit project dient om inzicht te krijgen in de betekenis is van de constructie van een 
‘embedded’ economie. De bedoeling is uitdrukkelijk niet om middels een conceptuele 
discussie vast te stellen wat de waarde en problemen van het concept ‘embeddedness’ zijn 
voor een studie van een gegeven, in realiteit bestaande relatie tussen culturele context en 
economie. Het project gaat er niet vanuit dat een dergelijke relatie a priori bestaat, maar dat 
ze geconstrueerd wordt door het idee dat cultuur en economie verband houden.  
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Hoofdstuk 2 bediscussieert North en Williamson’s versies van Nieuwe Institutionele 
Economie (NIE) als een case van embedding economics. In NIE staan transactiekosten 
centraal. Het basisargument is dat onzekerheid en gebrek aan informatie bij individuen is. In 
een dergelijke situatie van bounded rationality zullen individuen overgaan tot gedrag volgens 
vaste regels. Deze regels verlagen de onzekerheid en de beslissingskosten, maar leveren ook 
marktimperfecties en transactiekosten op. De kwaliteit van dergelijke instituties bepaalt dan 
de hoogte van de transactiekosten, en daarmee, de mate waarin de ‘vrije’ markt zich kan 
ontwikkelen in een samenleving. De economische ontwikkeling van het de huidige, rijke 
markteconomieën kan dan ook gezien worden, volgens North, als een proces van verlaging 
van transactiekosten, waardoor marktwerking meer tot zijn recht komt. De vervolgvraag—
waarom niet alle samenlevingen zulke relatief efficiënte instituties ontwikkelen—wordt door 
o.a. North beantwoord door te wijzen op de beperkende rol die geschiedenis en cultuur spelen 
bij het veranderen van instituties. Grote, revolutionaire institutionele veranderingen zijn 
onmogelijk, vanwege padafhankelijkheid.  
 De manier waarop North—en Williamson—in de theoretische ideeën die ze 
ontwikkelen cultuur en economie bij elkaar brengen kan samengevat worden in twee 
fundamentele veronderstellingen. Eerst worden markten en economische principes in latente 
vorm universeel aanwezig verondersteld; het zijn als het ware ‘natuurlijke’ fenomenen. 
Vervolgens worden instituties, cultuur en geschiedenis als specifieke beperkende factoren 
geïntroduceerd. Ontwikkeling in North’s theorie is het, op basis van specifieke erfenissen van 
het verleden, bewegen van lokale, statische, ineffectieve instituties naar instituties die markt-
rationaliteit mogelijk maken.  
In hoofdstuk 3 wordt beargumenteerd dat dit idee van een latente markt gezien moet 
worden al reïficatie, en het idee van een statische, gegeven cultuur als essentialisme. Hoewel 
zowel de sociale structuren die aangeduid worden als markt en cultuur contingente structuren 
zijn—ze zijn sociaal geconstrueerd en behoren dus niet tot een aan sociale processen 
voorafgaande werkelijkheid—worden ze in de theorie gepresenteerd als een universele 
structuur van de sociale realiteit (reïficatie van markt) of als gegeven, specifieke structuren 
die inherent zijn aan een bepaalde groep (cultuur als essentialisme). Door een dergelijke 
constructie van markt en cultuur staan deze structuren niet meer ter discussie, maar worden ze 
als gegeven beschouwd. Ten gevolge van een dergelijke constructie zullen ze door subjecten 
in hun handelen zonder uitvoerige reflectie gereproduceerd worden.  
Het feit dat subjecten de werkelijkheid op gelijke wijze structureren, maakt dat ze in 
staat zijn tot sociaal handelen. Het handelen van subject A wordt herkend als betekenisvol 
door subject B, omdat ze betekenisstructuren delen. Echter, sociale structuren creëren niet 
alleen sociale macht op deze manier, maar ze verdelen het ook. Een gesproken taal maakt 
communicatie mogelijk, maar op een manier die doofstommen benadeelt. Bovendien betekent 
de dominantie van een bepaalde structuur (bijvoorbeeld de Engelse taal) dat subjecten die 
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anders structureren (bijvoorbeeld door alleen Nederlands te spreken) benadeeld worden. Het 
niet ter discussie stellen van sociale structuren betekent dan het in stand houden en 
reproduceren van de sociale ongelijkheid die ze vertegenwoordigen. Reïficatie van de markt 
en essentialisatie van structuren als cultuur heeft deze uitwerking. Door autoritarisme te 
construeren als behorende tot de cultuur van een samenleving, wordt het uit het politieke 
debat geplaatst en staat het handelen van de overheid niet meer ter discussie; het kan immers 
niet anders, het hoort nu eenmaal bij die samenleving. Door het belonen van arbeid op basis 
van principes van eigenbelang te construeren als universele marktwerking, wordt een 
dergelijke handelingsstructuur buiten de politieke discussie geplaatst. Ingaan tegen de tucht 
van de markt en economische principes is naïef en zinloos.  
Het creëren van ‘het economische’ en ‘het culturele’ als verschillende sferen in een 
samenleving, en het bij elkaar brengen van die twee, moet volgens de redenering in hoofdstuk 
3 dus vooral bezien worden vanuit de optiek van macht en machtsverschillen. Het dient om 
bepaalde machtsscheppende en machtsverdelende sociale structuren buiten de discussie te 
plaatsen. Waar het tweede deel van hoofdstuk 3 ingaat op institutionele ontwikkeling en de rol 
van geschiedenis, geldt hetzelfde. Het punt hier is dat geschiedenis niet als een gegeven 
beperking voor de vormgeving van de huidige samenleving gezien moet worden, maar als 
gecreëerd in het nu. Geschiedenis als een gestructureerde evolutie creëert een overkoepelend 
verhaal waarin het heden een logisch gevolg is van het verleden. De ‘vroegere mens’, 
inclusief de huidige mensen die nog niet zo ver gevorderd zijn in de geschiedenis, is in dit 
verhaal nog slechts comparatief aanwezig. Ze kunnen niet hun eigen verhaal en geschiedenis 
vertellen, maar krijgen een plaats in de geschiedenis als ‘de ander’ of als ‘minder ontwikkeld’. 
Doordat het bepaalde sociale structuren als logische uitkomst van de geschiedenis en als 
standaard waarlangs geschiedenis afgemeten wordt stelt, verdeelt een constructie van 
geschiedenis macht. Vanuit dit oogpunt stelt hoofdstuk 3 dat het historiseren van 
economische theorie niet vraagt om een toevoeging van een a-historische geschiedenis als 
beperkende factor voor economisch handelen. Het vraagt om een benadering die geschiedenis 
zelf als geschreven in tijd ziet. We moeten kijken naar hoe geschiedenis in het nu gecreëerd 
wordt als van belang voor het heden, en waarom. De ‘embedding’ van economie in cultuur en 
geschiedenis kan beschouwd worden vanuit het oogpunt van macht en machtsverschillen. 
Leidend principe is hier het identificeren van reïficatie en essentialisme. 
Hoofdstuk 4 behandelt de methodologische achtergrond van deze ideeën. De 
stellingname in hoofdstuk 3 impliceert dat sociale structuren niet een aan kennis voorafgaande 
vastliggende realiteit beslaan. Sociale structuren worden gecreëerd en gereproduceerd in het 
handelen van mensen, op grond van hun ideeën. Dat betekent dat kennis constitutief is. Dit 
verklaart ook de keuze voor een onderzoek naar het idee/ de sociale structuur van 
embeddedness, in plaats van een keuze voor een conceptuele discussie. Als het denken van 
economie als embedded in cultureel-historische context constitutief is, is een onderzoek naar 
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de waarde van embeddedness als analytisch concept voor het bestuderen van de realiteit niet 
zinvol. Meer in het algemeen, volgt uit de stelling dat kennis constitutief is dat ze niet 
beoordeeld moet worden op grond van een eventuele correspondentie met een a priori 
gestructureerde werkelijkheid, maar op ethische-politieke gronden. Kennis/sociale structuren 
creëren macht en machtsverdelingen. Ze heeft daarmee politieke effecten, en dient daarop 
beoordeeld te worden.  
Het claimen van waarheid door een theorie moet in dit verband gezien worden als 
reïficatie; het maakt politieke discussie onmogelijk omdat het ter discussie stellen gelijk 
gesteld wordt aan het ontkennen van de realiteit, iets wat alleen gekken doen. In plaats 
dichtgooien van debat door het maken van waarheidsclaims zou sociale wetenschap bij 
kunnen dragen aan emancipatie; het creëren van een open dialoog tussen verschillende 
kennissen op gelijke voet. Dit vraagt om continue reflectie op de manier waarop een kennis 
tot stand komt, en een ‘open-ended’, reflexieve benadering. Kritiek speelt hierbij een grote 
rol, waarbij het raamwerk waar vanuit kritiek geleverd wordt ook telkens toegepast dient te 
worden op dat kritische raamwerk zelf. Een dergelijke dialogische benadering voorkomt dat 
een bepaalde kennis volledig dominant wordt, of dat er helemaal geen gedeelde 
betekenisstructuren tot stand komen. Kort door de bocht gezegd, draagt een zodanig 
methodologisch pluralisme bij aan de constitutie van sociale macht en gelijkheid.  
Hoofdstuk 5 en 6 beslaan de bespreking van embeddedness in het geval van de 
economische hervormingen die Maleisië doormaakte in de tweede helft van de jaren 1980. 
Het laat zien dat er minstens twee rivaliserende verhalen bestonden over de hervormingen 
eind jaren ’80. In het eerste verhaal was er sprake van daadwerkelijke hervorming van een 
meer staatsgeoriënteerd naar een marktgeleid ontwikkelingsmodel, geworteld in universele 
economische principes. In het tweede verhaal gaat het om continuering van een Maleis 
‘positief emancipatie’-beleid, geworteld in specifieke etniciteit en cultuur. Beide verhalen 
hebben andere consequenties voor de manier waarop de Maleisische samenleving 
vormgegeven wordt, en waarop macht geconstitueerd wordt. Na een periode van open conflict 
en repressie ontstond er uiteindelijk een nieuw verhaal dat marktgeoriënteerde ontwikkeling 
zag als een Maleisisch nationalistisch project, geworteld in Aziatische/Islamitische waarden. 
Door deze herdefiniëring van cultuur en geschiedenis ontstond er een gedeeld betekeniskader 
waarin nieuwe instituties een plaats hadden en waarin wat vanuit een ander perspectief 
radicale hervormingen zouden zijn mogelijk werden. De stabiliteit die dit creëerde en het 
systeem dat zo onderbouwd werd zorgde echter ook voor een consolidatie van 
machtsverhoudingen; Mahathir’s regering was bijna onbetwistbaar.  
Op een dieper niveau refereerden al deze verhalen aan voorgaande concepties van 
ontwikkeling, etniciteit en cultuur in Maleisië, namelijk de co-existentie van een 
traditionalistisch en kapitalistisch nationalisme, en de Oriëntalistische noties die aan beide ten 
grondslag lagen. Het presenteren van Aziatische ontwikkeling als een kwestie van cultuur kan 
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gezien worden als een reproductie van oudere, machtsweerspiegelende visies op de 
oriëntaalse maatschappij. Tegelijkertijd moet echter opgemerkt worden dat een kritische visie 
die ontwikkelingen in Maleisië puur vanuit een oogpunt van materiële en politieke 
eigenbelangen beschouwd zelf veel van zulke oriëntalistische ideeën reproduceert, en dus ook 
geworteld is in machtsverhoudingen. 
In hoofdstuk 6 en 7 wordt dezelfde periode voor de Filippijnen besproken. Aanleiding 
voor deze bespreking is het beeld dat de literatuur schetst over het mislukken van hervorming 
en ontwikkeling in de Filippijnen, in contrast met buurlanden als Maleisië. De vraag 
verschuift echter van de redenen van het mislukken van Filippijnse ontwikkeling naar de 
redenen van het construeren van een beeld van de Filippijnen als mislukt. Het wordt betoogd 
dat de People Power revolutie die leidde tot het presidentschap van Corazon Aquino op 
verschillende manieren refereerde aan voorgaande ‘revoluties’ en een beeld reproduceerde 
van een samenleving die zo verrot is dat ze slechts door extra-institutionele verandering tot 
ontwikkeling gebracht kan worden; elk alternatief leidt tot een corruptie van de revolutie. 
Hieraan ten grondslag ligt een beeld van ontwikkeling waarin de Filippijnse situatie dankzij 
de corruptie van kolonialisme als fundamenteel problematisch en belemmerend wordt gezien 
en ontwikkeling beschouwd wordt als het ontworstelen aan specifieke problemen om zo toe te 
treden tot de universele beschaving. Om vooruit te komen moet dus eerst alles typisch 
Filippijns vernietigd worden, in deze visie. Ook deze visie heeft weer haar wortels in 
machtsverhoudingen die ze ook reproduceert: technocraten, net als traditionele elites, zien de 
indio als ‘de ander’, en ontlenen hun positie en status aan hun toegang tot de niet-Filippijnse 
kennis en wereld. 
De voornaamste conclusie van het proefschrift is dan ook dat een visie waarin 
categorieën als ‘cultuur’, ‘geschiedenis’ en ‘economie’ niet als a priori gegeven worden 
beschouwd, maar veeleer als momenten van essentialisatie en reïficatie van contingente 
structuren, veel toe kan voegen aan het creëren van een open debat. Het reflectieloos 
reproduceren van dergelijke categorieën kan al snel leiden tot reproductie en consolidatie van 
machtsverhoudingen, iets wat vanuit het oogpunt van ontwikkeling en armoedebestrijding 
problematisch is. Waar kennis constitutief is, is een reflexieve houding in 
ontwikkelingstheorie noodzakelijk. Ontwikkeling is het construeren van de wereld en sociale 
macht daarin; reflexiviteit zorgt voor openheid, discussie, en gelijkwaardigheid in dat proces.  
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